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The Society of 


Incorporated Accountants and Auditors 


President: A. STUART ALLEN, F.s.A.A., London. 


Vice-President: C. Percy BARROWCLIFF, F.S.A.A., Middlesbrough. 


Secretary: I. A. F. Craic, 0.B.£. 


Deputy Secretary: C. A. EvaN-JONEs, M.B.E. 


Offices and Library: INcoRPoRATED AccounTANTS’ Hat, Victoria EMBANKMENT, Lonpon, W.C.2. 


Members use the designation Incorporated 
Accountant. Fellows may also use the initial 
letters F.s.A.A., and Associates A.S.A.A. 


Admission to membership is by examination 
subject to satisfactory completion of articles of 
clerkship for five years (university graduates 
three years). Six years’ approved professional 
experience may be accepted in lieu of five years’ 
articles. | Exemption from the Preliminary 
Examination is granted on production of certain 
educational certificates. 


Articles may also be integrated with full-time 
study at certain universities. Under this scheme 
a specific university degree and the professional 
qualification can be attained in a total period of 


5 years. 


All candidates must pass the Intermediate and 
Final Examinations, except that graduates under 
the universities scheme are exempted from the 
Society’s Intermediate Examination. 

Some concessions may be granted in respect 
of whole-time war service. 

There are Branches of the Society in Scotland, 
Ireland, Canada, Australia, and South Africa, 
and District Societies in all parts of England and 
Wales, Northern Ireland, and India. Students’ 
Societies and Students’ Sections operate 
throughout Great Britain, Northern Ireland, and 
Eire. 

Members of the Society are not allowed to 
seek professional business by advertisements 
or circulars. 
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Professional Notes 


Initial Allowances and Tax Reserves 


Tut Brrris} ELecrricrry AUTHORITY ANNOUNCED IN ITS REPORT FOR 1948— 
reviewed in these columns last month—that it was considering whether to set up 
a taxation reserve to spread the benefit of initial allowances over the effective 
lie ofits assets. Lord Hyndley, the chairman of the National Coal Board, recently 
anounced that in the next accounts of the board “ allowance will have to be 
mde. . . for a special taxation reserve ” for the same purpose. The Electricity 
Authority and the Coal Board are required to follow the best commercial practice 
in accounting questions and there can be little doubt that the best commercial 
practice on this particular issue is now rapidly establishing itself. Unless depre- 
cation is charged in the accounts at the rates allowed by the Inland Revenue 
fr initial and wear and tear allowances, the excess of the tax allowances over the 
depreciation charge should be used in the creation of a deferred tax reserve. 
This procedure is pithily expressed, for example, by R. A. Lister @ Company 
in the following footnote to its accounts : 

The transfer to taxation equalisation account. . . . . . represents the approximate 
taxation benefit from the excess of the initial and annual allowances granted on plant 
and machinery in respect of the year over the depreciation charged in the accounts. 

The consolidated profit and loss account of British Industrial Plastics sets up, 
tefore striking the net profit for the year, a deferred tax reserve “in respect 
f allowances on capital expenditure”—a reserve which appears in the 
balance sheet under revenue reserves and surplus. This company has at 
the same time revised its depreciation practice. The chairman states that for 
ome years the company has provided for depreciation a sum approximating 
to the Inland Revenue allowance. With the introduction of initial allowances 
at higher rates, the directors have decided to provide depreciation at rates which 


will write off plant, machinery and the 
like over periods varying from eight to 
ten years and to maintain this basis 
for the time being. 


Some companies are able to stand 
the strain of writing-off the cost of 
assets at the full Inland Revenue rates, 
including initial allowances, with the 
result that they maintain rigorous 
accounting treatment without setting 
up deferred tax reserves. Thus, the 
chairman of James Pascall & Company, 
in his speech with the accounts, says : 


Our depreciation is very much 
heavier because we have written off 40 
per cent. of the original cost of all new 
plant and machinery, which is the 
amount allowed for income tax pur- 
poses, together with the initial depre- 
ciation charged. We have done this 
deliberately because in a business such 
as this new methods are always arising 
for which new machinery is necessary, 
and we wish to have sufficient funds in 
hand to take advantage of these oppor- 
tunities as they arise. 


In any event, whatever the precise 
accounting procedure and whether or 
not opportunity is taken to revise the 
basis of depreciation charged in the 
accounts, if any “‘ windfall” occurs 
because the tax treatment of capital 
expenditure is more liberal than that 
adopted in the accounts, conservative 
accounting would enjoin that it should 
not go to swell the net profit of the year 
but should be set aside for future years 
when the tax allowance falls away. 


Hire-Purchase and Credit Sales 


An Order has been made superseding, 
from January 23, 1950, all earlier 
Orders controlling hire-purchase and 
credit charges. 


Except for a few articles, the new 
Order applies to all price-controlled 
goods and also to non-utility domestic 
furniture and bedding, which are 
no longer subject to price control. The 
exceptions are cash registers, office 
machinery (including dictaphones, 
typewriters and calculating machinery) 
and new sewing machines. Second- 
hand sewing machines have not been 
exempted from control. 

The Order repeats the existing pro- 
visions for “ short-term ” credit sales, 
with one addition. In order to take 
advantage of the 5 per cent. allowance 
the agreement must be confined to 
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goods to which the Order applies. 
This amendment is in keeping with the 
corresponding requirement for hire- 
purchase and long-term credit trans- 
actions. 

Provided that the requirements set 
out in the Third Schedule to the Order 
are complied with, a controlled charge 
may be made for supplying, on hire- 
purchase or credit sale terms, any of 
the goods to which the Order applies. 
With one exception the conditions are 
the same as those which must at 
present be satisfied if a charge is made 
for goods such as utility furniture or 
perambulators. The new condition 
is that if articles of non-utility furniture 
or bedding are included in an 
agreement together with any price-con- 
trolled articles to which the _hire- 
purchase Order applies, separate totals 
of the retail cash prices and _hire- 
purchase prices must be given for each 
of the two groups. _The body of the 
Order has been amended so as to 
remove any doubt but that the agree- 
ment must be in writing. 

If an agreement does not satisfy the 
requirements, or if it includes goods to 
which the Order applies and other 
goods, the maximum charge that may 
be made is restricted to the retail cash 
price of the goods to which the Order 
applies. 

The Order is the Hire-Purchase and 
Credit Sale Agreements (Maximum 
Prices and Charges) Order, 1950 (S.I. 
No. 39 of 1950). 


Inland Revenue Arrears 


In recent years, balances of tax in 
course of assessment at the end of the 
financial year have shown a rising 
trend. These balances, however, in- 
clude assessments that are only pro- 
visional and also those that are under 
appeal, so that the sums included in 
the balances that will ultimately prove 
payable are much smaller. The Inland 
Revenue estimates of these sums show 
that they have recently declined 
slightly. The estimated amounts of 
tax actually due at the balancing dates 


have declined more appreciably : 

Tex 
eccunily due 
at balancing 

dates 
(estimated) 


Tax 
ultimately 
due 
(estimated) 
£ million 
310 
293 
313 
337 


Balance 
of Tax in 
Assesment 

£ million 
867 
843 
813 


780 179 


These figures comprise income tax 
(including P.A.Y.E.), sur-tax, profits 
tax, National Defence Contribution and 
excess profits tax. Balance accounts 
are not at present kept for P.A.Y.E. 
and the arrears are therefore unknown ; 
a sample test suggests that they are 
small in relation to the total tax col- 
lected under the system (£460 million 
in 1948). 

In December, 1948, the Inland 
Revenue abandoned recorded arrears 
of income tax amounting to some £5 
million. This was tax due from em- 
ployees before P.A.Y.E. was intro- 
duced in 1944-45 and untraced changes 
of employment made it impossible to 
recover it through P.A.Y.E. codings for 
later years. Recovery depends mainly 
on linking individual items with post- 
war credits issued in different tax dis- 
tricts. ‘To economise man-power, the 
Inland Revenue decided to give up the 
attempt to trace in this way sums not 
exceeding £15. The total arrears were 
estimated at £8.5 million, so that some 
£3.5 million is still recorded as arrears 
to be collected. It appears, however, 
that many of the original assessments 
were estimated, and for this and other 
reasons might have to be reduced, so 
that the real sum abandoned is 
estimated at £2 million to £3 million. 
Presumably the collectable arrears are 
also proportionately less than the 
recorded figures, and amount to about 
£1.5 million to £2 million. 

These various figures are given in the 
report, just published, of the Comp- 
troller and Auditor-General upon the 
Appropriation Accounts of the Revenue 
Departments for 1948-49. 


Tax Evasion and Fraud 


The report of the Comptroller and 
Auditor-General states that investiga- 
tions into fraud and evasion at the 
Head Office of the Inland Revenue 
resulted in 1,802 settlements for a total 
of £4.4 million. Of these settlements, 
214 were dealt with by the special 
branch which investigates important 
cases of fraud: the sum so recovered 
was £2.3 million in the year to 
March 31, 1949. While there was in 
1948-49 a slight increase in the number 
of settlements, and the total charge 
raised, compared with 1947-48, we 
think that the impression the figures 
will produce on the average practising 
accountant is that only a fraction of 


tax evaded and escaped is 

recovered. The amount revered js ; 
much smaller proportion ©” total tay 
assessments than it was in :939, and 
there can be little doubt tha: ‘raud and 


evasion is much more wides read now 
than pre-war : 


Number 
of cases 
1,802 
1,411 - 
2,774 


Year 
1948-49 
1947-48 


1946-47 3,131 


Nearly 8,560 Incorporated 
Accountants 

We have received a copy of the List of 
Members published by the Society of 
incorporated Accountants. This 
volume of more than 760 pages gives 
the names and addresses of all members 
of the Society and their firms, arranged 
both alphabetically and topographic. 
ally. The List is corrected to August, 
1949 ;- at that date there were 1,842 
Fellows of the Society, 6,615 Associates 
and two Honorary Members. 

The List is a handsome book, bound 
in blue cloth and attractively printed. 
The paper shortage and other diff- 
culties of the post-war period, which 
made its predecessor, published in 
1948, a publication hardly worthy of 
the Society, are no longer in evidence. 


Distribution Problems 


The Commission on Distribution of the 
International Chamber of Commerce is 
to collect information on the practical 
value of censuses of distribution and 
the methods of organising them. Coun- 
tries which have no experience of dis- 
tribution censuses will be assisted, by 
means of this information, to under- 
take them. 

The International Chamber, which 
has national committees in thirty-two 
countries, is to act also as a centre for 
the exchange of information among the 
countries on various problems of dis 
tribution, including resale price mait- 
tenance, professional training for the 
distributive trades and marketing 
research techniques. 


Business Names— 
The fundamental principle of the 
Registration of Business Names Act, 
1916, is that if a firm or individual 
carries on a business under a business 
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name which is not the actual name of 
the proprictor(s) or partner(s), the 
name must be registered with the 
Registrar of Business Names (at Bush 
House, Strand, W.C.2, for England 
and Wales, and Parliament Square, 
Edinburg), for Scotland). 

Any addition to the true surname 
except the Christian name(s) or 
initial(s) makes registration necessary. 
“Jpitials’’ include any recognised 
abbreviation of a Christian name. 
Thus if Thomas Smith trades as 
T, Smith and Co. or Smith and Co. 
or Smith and Smith, the trading name 
must be registered; but it need not be 
registered if he trades as Thomas Smith 
or T. Smith or Thos. Smith. If Thomas 
Smith and James Robinson trade as 
Smith and Robinson, or T. Smith and 
_ Robinson, registration is not re- 
quired. If, however, Smith died and 
Robinson wished to continue to trade 
as Smith and Robinson (or T. Smith 
and J. Robinson), then he would have 
to register the name. 

Where two or more individual part- 
ners have the same surname, the 
addition of an “‘s”’ at the end of that 
name does not of itself make regis- 
tration necessary. 

Application forms are obtainable 
from the Registrar (form R.B.N.1 for 
an individual, R.B.N.1A for a firm, 
RB.N.1B for a company under the 
Companies Acts, R.B.N.1C for a cor- 
poration not a company under those 
Acts). Particulars to be given include 
the business name ;_ the general nature 
of the business ; the principal place of 
business ; the present Christian name(s) 
and surname ; nationality ; usual resi- 
dence ; and any other business occu- 
pation (if any). If the registration 
relates to a firm, the particulars must 
be given for each of the partners, 
and the corporate name and registered 
or principal office of every corporation 
which is a partner must be given. If 
4 corporation is being registered, its 
corporate name and _ registered or 
principal office must be stated. Where 
the applicant has changed his Christian 
hame or surname, the former name(s) 
must be given, unless the present 
name(s) have been used for 20 years 
or the change had taken place before 
the perso: concerned attained the age 
of 18 years. In the case of a married 
woman, ‘he pre-marriage name need 
not be st. ed. But if a married woman 


trades after marriage under her maiden 
name, registration is required. 

These particulars (and the commenc- 
ing date of the business) must be 
furnished within 14 days and the same 
time limit applies where any changes 
in the particulars have to be notified. 
More than 14 days may be allowed if 
the authorities consider that an exten- 
sion is needed. , 

The fee for registration is 5s. When 
the Act is complied with, the Registrar 
issues a Certificate of Registration. 
This certificate or a certified copy must 
be displayed at the principal place of 
business. 

The Registrar must be notified if 
any registered business ceases to be 
carried on. 

In all trade catalogues and circulars, 
show cards and business letters on or 
in which the business name appears, 
there must also be shown, in the case of 
an individual, the present Christian 
name(s) or initials and present surname 
(together with any former Christian 
name(s) or surname, unless the excep- 
tions mentioned above apply) and the 
nationality, if not British. In the case of 
a firm, the foregoing applies in respect 
of all the partners ; if a corporation 
is a partner, the corporate name must 
appear. " 

Professions as well as trades come 
under the Business Names Act. 

Non-compliance with the Act is an 
offence subject to penalties and where 
there is non-compliance, ordinarily 
any rights under a contract entered 
into are not enforceable by action or 
other legal remedy, but the Courts 
may give relief from this rule. 


—and the Companies Acts 


If a company has registered a name 
under the Business Names Act, the 
requirements of the Companies Act, 
.1948, still hold. Its name must appear 
in all business letters, notices and other 
official publications of the company. 
Ordinarily particulars of its directors 
must be shown in the same documents 
on which (as noted above) particulars 
must appear of the partners of a firm. 

Trading by a company in the or- 
dinary way under the name or con- 
ditions of the Companies Act, 1948, 
puts the company outside the Business 
Names Act, but a point to note is that 
there is a new provision in the Compan- 
ies Act of 1947 (not 1948) which 


provides that if a company carries on a 
business under a business name not 
being merely its corporate name with- 
out any addition, then registration 
of the name is required. 

A provision also included in the 
recent company legislation is that 
registration under the Business Names 
Act can be refused, if the Registrar 
considers that the name proposed is 
undesirable. Misleading names would 
not be allowed, for example, if the 
name suggests that a small firm is a 
large concern trading over a wide field. 


Cost and Works Accountants— 
Summer School 

The first Residential Summer School 
of the Institute of Cost and Works 
Accountants will be held at St. 
Catharine’s College, Cambridge, from 
July 3 to July 7, 1950. 

The speakers and their subjects 
will be : 


Professor W. T. Baxter, B.cOM., C.A. : 
Accounting for Inflation : Viewpoints of an 
Economist and an Accountant; A. H. 
Syme, c.A., A.c.w.A. : Financial Planning 
and its relation to Costing; G. T. 
Verrall, M.A., A.M.LC.E.: Statistical 
Control for Top Management; C. E. 
Sutton, A.S.A.A., A.c.w.A.: Overheads 
and their Treatment in Costing, with 
particular reference to the present economic 
situation; Sir Charles Renold, J.p. : 
Management Accounts; and Lawrence 
W. Robson, F.c.A., F.c.W.A., President 
Designate of the Institute: Develop- 
ments in Industrial Accountancy. 


The Student’s Tax Columns 


We have pleasure in _ introducing 
another new feature in AcCOUNTANCY— 
the Student’s Tax Columns, to be found 
this month on pages 97-98. 

The growing importance and com- 
plexity of tax work, the increasing 
weight attached to tax questions in the 
professional examinations and—dare 
we say it ?—some dissatisfaction over 
the primers and text-books with which 
the student has to embark upon this 
part of his academic course, persuaded 
us that a regular students’ feature in 
our Taxation Section would be of 
more value than students’ articles 
ranging over the whole field of account- 
ing subjects. We hope our many 
student readers will welcome this new 
feature. 
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ACCOUNTANCY 


FORMERLY THE INCORPORATED ACCOUNTANTS’ JOURNAL ESTABLISHED 1889 


The Annual Subscription to AccouNTANCY is 175. 6d., which includes postage to 
all parts of the world. The price of a single copy is 1s. 6d., postage extra. All 
communications to be addressed to the Editor, Incorporated Accountants’ 


Hall, 


Temple Place, Victoria Embankment, London, W.C.2. 


Public Accountability 


THE PRECARIOUS POSITION OF THE NEW 
Labour Government may stop further 
nationalisation. However that may be, 
the industries that are already nation- 
alised must be made properly account- 
able. The boards work without checks; 
the restraints of private business—ad- 
mittedly sometimes imperfect—have 
completely disappeared, whether im- 
perfect or not. The consumer, the 
“forgotten man” of the mixed 
economy, has to take what is pro- 
vided for him, at the price decided 
on his behalf. Discursive political 
debates in Parliament cannot curb a 
public monopoly. The publicity of 
reports and accounts cannot guarantee 
efficiency. The nationalised boards 
are, in the correct meaning of the 
word, irresponsible. How make them 
responsible, instead of irresponsible, 
powers? Quis custodiet ipsos custodes ? 

Here is one of the pressing problems 
of our times, but one to which little 
thought has been given, on any side. 
Some have perhaps been misled by the 
detail given in the boards’ reports and 
accounts into thinking that this pub- 
licity is a sufficient safeguard. But, 
as all accountants will agree, even a 
fully documented financial and sta- 
tistical statement may say nothing 
about the operational efficiency of a 
many-sided business. Nor can public 
apathy on the issue be explained by 
the setting-up of Consumers’ Councils 
under the nationalising Acts. For these 
councils can be no more than feeble 
and frustrated bodies. We agree with 
Mr. Roland Bird, who, in an article in 
the current issue of Lloyds Bank Review, 
argues strongly that the need is for 
a body specifically charged and 
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equipped to protect the public at large 
from the boards. 

Can we look to the Public Accounts 
Committee of the House of Commons 
to act as the custodian of the cus- 
todians? This committee does in- 
valuable work in watching the public 
interest in the government depart- 
ments. But there are three reasons why, 
as it seems to us, the Public Accounts 
Committee is not the right body for 
the great tasks now envisaged. 

The first reason stems from the kind 
of work to be done. | Protecting the 
public from a public monopoly is 
a very difficult and technical job. 
Probing into the costs of production or 
the price structure or the management 
efficiency of, say, the electricity supply 
industry or the cable and wireless 
industry, should not be entrusted only 
to men who are primarily politicians, 
but mainly to those who are ex- 
perienced in these questions in other 
industries. The second reason derives 
from the atmosphere in which the 
work should be done. It is true that so 
far the Public Accounts Committee has 
not divided on political lines but has 
deliberated and reported in a dis- 
passionate way. But would this seemly 
and urbane attitude survive if indus- 
tries whose nationalisation had been 
vehemently supported by some mem- 
bers of the committee, and as stren- 
uously opposed by others, were being 
examined ? We beg leave to doubt it. 
The third reason flows from the time 
at which the work should be done. 
The Public Accounts Committee, in 
surveying the financial audits of the 
Comptroller and Auditor General, re- 
reports on expenditures incurred or 


revenue obtained many months, fy 
quently years, before. But «> examin, 
tion of operational efficiencies and 
management policies must >< continy, 
ous and up to the minute. 

These reasons, which i>!low mud, 
the same line as that taken ly Mr. Bird 
in his article, suggest that a body like 
the Monopolies Commission is needed, 
(Mr. Bird’s proposed new form of selec 
committee of both Houses of Parliamen; 
hardly seems tomeet the poiitts, like those 
set out above, which he himself raises, 
The train of thought leads also to the 
conclusion—not shared by Mr. Bird— 
that a body or commission like that 
suggested should not rely, for the raw 
material upon which it would work 
upon the Comptroller and Auditor 
General. That officer’s approach js 
dominated by the question whether 
particular items of expenditure and 
revenue are backed by sufficient 
authorisation or, at least, sufficien: 
reason. The “ operational audit" 
of a nationalised board would have 
to investigate whether production 
in this or that factory was efficient, 
whether a monopolistic price list was 
being used to shelter managerial in- 
competence, whether consumers were 
being denied the benefits of technical 
advances, and a score of large questions 
of this kind. It seems to us that 
inquiries of this nature would have to 
depend very largely upon accounting 
procedures, but they would not be 
those employed by the Comptroller 
and Auditor General. Indeed, they 
would only in very limited degree be 
those used by the professional account- 
ant when he conducts a financial audit 
in private business. They would be 
more nearly those used by him when 
he examines, as a financial expert 
rather than as an accountant, the pros 
pects of a business amalgamation of 
rationalisation. But, even so, much of 
the work would fall outside the 
accountant’s proper sphere. The pro- 
duction engineer, the economist and 
the statistician would all have a pat 
to play in furnishing the raw material 
on which the new commission would 
work, And we hope that many of the 
accounting and other experts would 
not be full-time servants of the coir 
mission : professional engagements for 
specific tasks would enable the widest 
possible expertise to be enlisted in thi 
most important work. 
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Exchange Control in the United Kingdom—II 


CONVERTIBILITY OF STERLING 


Ar THIS POINT IT IS AGAIN NECESSARY TO LOOK FOR A MOMENT 
at outside developments in order that their repercussions 
o exchange control can be followed. 

Shortly after the war in Europe was over, lend-lease 
qcilities were withdrawn. Naturally, this confronted the 
United Kingdom with grave balance of payments problems 
which were only partially relieved by the grant of large 
lines of credit from both the United States and Canada. 
While the absence of any conditions that would have tied 
the dollar funds thus made available to purchases of 
American goods was welcome, considerable misgiving was 
expressed about the wisdom of the American insistence on 
sterling being made convertible within a stipulated period. 
In the event, these misgivings were to prove only too well 
founded. Under the terms of the loan agreement the 
United Kingdom undertook to make sterling arising out of 
current transactions fully convertible by July 15, 1947. 
And this had to be achieved in the face of acute balance 
of payments difficulties, when the export trade was only 
very slowly recovering the momentum lost during the war, 
and when the process of industrial reconversion was still 
incomplete. 

The next stage of exchange control was thus mapped out 
inadvance. Limited transferability of sterling had to give 
way to full convertibility within a period of twelve months 


nical 


that 


ntin : : 

' . of the ratification by Congress of the loan agreement. 
ie Clearly, the first task was to widen the existing arrange- 
they ments for transferable sterling so that as many countries 


as possible were operating on this basis; and then the 
administrative machinery had to be agreed for segregating 
payments for current transactions from payments for other 
purposes. For it is important to note that when exchange 
control is relaxed to admit of transferability or con- 
vertibility its effectiveness no longer depends entirely upon 
the efficiency of the control machinery of the country con- 
cerned. The supervision of many transfers of its currency 
must inevitably be carried out in foreign centres. And 
when this depends on a uniform interpretation of a 
condition such as “‘ payment arising out of a current trans- 
action’ there must always be a risk of some deviation in 
applying the control. 


part 
rial Convertibility of sterling only lasted for six weeks. It 
yuld @ 8S an expensive experiment ; just how much it cost the 
‘the ff United Kingdom in reduced external resources has never 
yuld been officially stated. (On the other hand, the evidence 
om “Vailable hardly confirms some unofficial estimates which 
‘for # Put the figure as high as £250 million.) There were many 
dest @ "sons for the failure of convertibility; some were 
this § Perfectly iegitimate, others less so. Apart from the desire to 


acquire dollars and other hard currencies for security and 


\ 


By H. G. HODDER 


possibly speculative purposes, it was unfortunately the case 
that many foreign holders of sterling could not obtain 
delivery of urgently required capital goods from the 
United Kingdom. Hence the pressure to exchange sterling 
for, say, Belgian francs or some other expendable currency. 

The retreat from convertibility caused consequential 
adjustments not only in the mechanism of exchange control 
but also to the existing trade and payments agreements. 
In many cases these had to be re-negotiated, especially on 
the question of the amounts of sterling to be held by foreign 
countries. Generally, the policy adopted was to fall back 
on the previously held position of transferability. In certain 
cases where a country for some particular reason could not 
be made a full member of the transferable group a specia) 
administrative technique for sterling transfers was devised. 
But, with the American and Canadian credits running out 
and pressure on the United Kingdom’s gold reserves 
showing little sign of diminishing, the area of manoeuvre 
was small. 


INTERNATIONAL SCHEMES 

At this point brief reference must be made to the inter- 
national schemes which were devised to meet the post-war 
situation. It will be recalled that the International 
Monetary Fund was established to act as a form of super- 
equalisation fund whereby stability of exchange rates 
would be assured in the short run and orderly arrangements 
made for any long-term adjustments that might prove 
necessary. Although it was recognised that for some three 
to five years after the war abnormal conditions would 
apply, it was hoped that with the powerful assistance of 
drawing rights from the fund, thereafter it would be 
possible to remove exchange control and other restrictions 
and return to the pre-war pattern of multilateral trade. 
As we have seen, events belied this expectation. 

Meanwhile the World Bank, which was set up specially 
to facilitate loans for capital purposes calculated to quicken 
the recovery in productive power of the devastated terri- 
tories, was going quietly ahead with its plans. But it was 
no part of the bank’s function to finance deficits on current 
account. 

By the early part of 1948 it was clear that the excep- 
tional measures taken in the post-war period were not going 
to be sufficient to bring Europe back into balance with the 
Western Hemisphere. Hopes which had been pinned on 
the American and Canadian credits, the Bretton Woods 
organisations and other schemes were then transferred to 
Marshall Aid. Here, at last, was a stabilising factor, so it 
was thought. Surely, with this massive support, balance of 
payments difficulties and currency crises in Europe would 
become things of the past. But it was not to be. Long 
before the halfway stage in the Marshall Aid plan was 
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reached the United Kingdom was again in serious balance 
of payments difficulties. Gold and currency reserves were 
dwindling. Exports were falling. On September 18, 1949, 
the inevitable happened and the announcement was made 
that sterling had been devalued. 


CHANGES IN CONTROL 

From the time when convertibility of sterling was 
abandoned down to the present day no major changes in 
exchange control policy have taken place. Naturally, there 
have been some minor adjustments. Thus, basic travel 
allowances were first reduced, then withdrawn, only to be 
subsequently re-introduced on a revised scale ; and—follow- 
ing devaluation—the facilities for transferring legacies to the 
dollar area were considerably modified. But these were 
changes of detail, not of principle. From the point of view 
of the United Kingdom’s exchange regulations, the world 
was still divided into five groups of countries : the sterling 
area; a group with which arrangements for transferable 
sterling had been made ; another group with which we had 
bilateral agreements but no transferable sterling facilities ; 
the American group ; and a residual group with which no 
special arrangements were in force. It follows that when- 
ever a resident in the United Kingdom wishes to make a 
payment or incur an obligation to someone resident outside 
the United Kingdom it is essential to know the latter’s 
permanent place of domicile before it can be decided, in 
the first place, whether the payment is permissible and, 
secondly, the appropriate method to be followed if it is 
allowed. This is not the place to discuss the detailed 
technical procedure involved in making such payments but 
as a guide a table will be found at the end of the first part of 
this article (Accountancy, February, pages 49 and 50) show- 
ing the division of the world for the purpose of the United 
Kingdom’s exchange control. 

Originally the legal sanction for exchange control was 
contained in the Defence (Finance) Regulations, but after 
the war, when it was clear that there was no immediate 
prospect of its suspension, it was given a more permanent 
basis in the Exchange Control Act, 1947. A perusal of this 
Act, however, will not yield a detailed working knowledge 
of the control. For many of its most far-reaching effects are 
derived from general provisions empowering the Treasury 
to make regulations from time to time. This was inevitable. 
We have already seen that circumstances have caused some 
rapid changes to be made in the operation of the control ; 
further adjustments may well be required in the future. 
Hence the need for a flexible system. But flexible methods 
have certain disadvantages. A constant stream of new 
regulations or amendments to existing rules makes it 
extremely difficult for anyone not continually dealing with 
the problems of exchange control to keep in touch with the 
latest developments. For this reason it is always advisable 
to consult a bank about any transaction coming within the 
scope of the Act, although this does not dispose of the 
difficulty of first recognising a transaction of this nature. 


SCOPE OF EXCHANGE CONTROL 
By now certain regulations about exchange control are 
fairly well known, if only because of the publicity that 
has been given to Court proceedings. Into this category 
may be placed the obligation on residents in the United 
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Kingdom to surrender gold or foreign currency to the 
Treasury, and the restrictions against taking unlimiteg 
sums in notes and coin out of the country. The impact of 
exchange control on the import and export of goods js 
likewise generally understood by those engaged in overse, 
trade and, moreover, there are special notices availabk 
setting out the procedure to be followed. This part of the 
control requires a high degree of co-operation between the 
commercial banks, the Bank of England and the Custony 
authorities. Possibly, the currency regulations in regard ty 
foreign travel affect the greatest number of people: yp. 
fortunately, in the past they have also been those mox 
frequently revised. Every attempt has been made t 
publicise the changes—special guides in leaflet form haye 
been issued in great quantities—but still the banks and 
travel agents find that many travellers have only the 
vaguest idea of the amounts of sterling or currency they 
are entitled to spend. .What is true in respect of travellers 
also applies to some extent in other directions, notably 
emigration and education abroad, for which special 
arrangements have been made. 

The necessity of obtaining permission to make payments 
to non-residents is also not always appreciated. To senda 
cheque, for perhaps a trivial sum, to America for a sub- 
scription or a purchase of goods was, prior to 1939, a 
perfectly normal transaction. To-day it is not. And when 
it is done it causes difficulties to all concerned. Broadly 
speaking, it is undesirable to send cheques out of the 
country—even to a destination within the sterling area. 
If. such payments have to be made it is better to request a 
bank to arrange through its correspondents for payment 
to be made in the foreign centre. Any permission required, 
or special control formalities involved, will then be dealt 
with at the proper time, namely, before the instructions to 
pay are transmitted. 

A separate section of the Exchange Control Act covers 
dealings in securities, since it is just as important to exercise 
supervision over “ rights” to sterling as over the actual 
payments. For the enforcement of this control the banks, 
stockbrokers and company secretaries or registrars co 
operate, the final supervision of the formalities being carried 
out by the last mentioned. Company secretaries and 
registrars are provided with special instructions for dealing 
with transfers involving a non-resident interest and also 
for the despatch of dividends to foreign holders of stocks 
and shares. A provision of the Exchange Control Act which 
was quite new made the depositing of certain securities 
with “ authorised depositaries ” compulsory for residents 1 
the United Kingdom. Another regulation worthy of note 
is that which deals with restrictions on loans to companié 
controlled from places abroad outside the sterling area. 

In the previous paragraphs an attempt has been made to 
give some indication of the scope of exchange contrd 
without wearying the reader with technical details that may 
conceivably be already out of date by the time these notes 
are in print. It will have been gathered that the contra 
covers payments to and from other countries for goods and 
services (there are also special arrangements in regard to 
gifts between relatives and friends); the transfer of 
securities ; currency for travel (either for pleasure % 
business reasons) ; the granting of loans or credits to nom 
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subject to the regulations. 
ADMINISTRATION 


of England was avoided. 


residents ; and, indeed, all financial transactions with a 
gon-resident element involved. In addition, residents in 
his country have certain obligations in regard to gold, 
wrency and securities. It only remains to indicate who 
yctually controls the vast number of individual transactions 


Plainly, a considerable amount of decentralisation is 
imperative if intolerable delay in settling routine payments 
sto be avoided, This process has, in fact, been continuous 
ince the early days of exchange control. By drawing up 
ists of permitted credits and debits for the various groups of 
rritories, and by delegating authority to 
banks” to approve other routine transactions, a good deal 


But in the main it is the banks, with their thousands of 
branches, who have the task of supervising those transac- 
tions which are permitted and of submitting to the control 
the still formidable number of cases where the decision 
rests with the Bank of England. 

Finally, it must be stressed that exchange control is 
essentially a defensive weapon. It reflects the prevailing 
condition of a nation’s economic health, more especially 
when external trade is the life-blood of the country con- 
cerned. With the present distorted pattern of international 
trade it would be optimistic to expect a general dismantling 
of the barriers around sterling in the near future. But the 
time may come when it is possible to reduce some of the 
more irksome formalities and to take a further step towards 
recapturing the freedom of the pound that was lost over 


** authorised 


ofunnecessary reference to the central control at the Bank 
In other directions, too, dis- 
getionary powers have been given to appointed agents. 


ten years ago. 


Points in Practice 


BONUS 


Iv 8 GRATIFYING THAT THE NOTES ON Bonus 
Shares in our issue of December, 1949, 
brought several letters from readers. The 
points raised are of general interest; we 
pass them on in the hope that they may be 
of assistance to others. It should be 
realised, however, that all aspects of this 
complicated subject can hardly be covered 
in the limited space at our disposal. 


Distribution on Liquidation 


Under the heading “ Bonus Shares and 
Profits Tax’? we drew attention in our 
notes to a possible saving of profits tax 
arising by the issue of bonus shares before 
aliquidation. It was stated that any pay- 
ment made to the shareholders in excess of 
share capital is treated as a distribution for 
profits tax purposes. When making this 
slatement the writer obviously had in mind 
the saving of profits tax by the capitalisation 
of past profits. The profits tax liability on 
liquidation is obviously subject to the over- 
tiding maximum of tax payable on the 
chargeable profits for the last chargeable 
accounting period, together with the dis- 
tibution charge of 20 per cent. on the total 
amount of the non-distribution relief which 
has been granted for previous periods. In 
other words, the maximum profits tax 
which can be claimed is the amount payable 
atthe highest rate for all chargeable profits 
from January 1, 1947, to the date of the 
liquidation after deducting payments 
already made for this period. In this con- 


SHARES 


nection Section 30 (3) of the Finance Act, 
1947, should be read in conjunction with 
Section 35 (1) (c). ‘The latter sub-Section 
obviously excludes the payment on any 
distribution of capital. 


Redeemable Preference Shares 


The question has been posed whether an 
issue of redeemable preference shares would 
be classified as a distribution for profits tax 
purposes and would thus be liable to the 
20 per cent. distribution charge. It is our 
opinion that profits tax liability would not 
be attracted at the time of issue, as no 
distribution is involved. The position at the 
date of redemption, particularly if that 
should fall at an early date, is very doubtful, 
as surplus profits would in this way be dis- 
tributed under the guise of a return of 
capital, The redemption of the shares 
would not appear to fall within the definition 
of a distribution under Section 36 (1) of the 
Finance Act, 1947, but it appears reasonable 
that the Revenue would challenge the 
transaction and if, as seems possible, the 
existing law could not attract a distribution 
charge on this transaction, new legislation 
would doubtless be introduced to deal with 
it. The attempt to escape tax by this 
means is certainly not recommended. 


Return of Allotments 

It is regretted that in the previous notes it 
was stated that the Return of Allotments 
should state that the issue was for a sub- 


[Concluded | 


scription in cash. From all points of view 
it is thought advisable that the resolutions 
should be drafted in such a manner that the 
consideration would be for “ other than 
cash.” It would be dealt with in this way to 
avoid any possibility of a claim for sur-tax 
liability on such distribution. 

In this connection attention is drawn to 
Clause 128, Table “A” of the Companies 
Act, 1948, whose provisions should be 
incorporated in the company’s Articles of 
Association prior to the issue of the bonus 
shares. This clause specifically provides 
that the distribution is “ on condition that 
the same be not paid in cash but be applied 
either in or towards paying up any amounts 
for the time being unpaid on any shares 
held by such members respectively or pay- 
ing up in full unissued shares or debentures 
of the company.” 

Attention has been drawn to Clause 129 
of Table “ A ” of the Companies Act, 1948, 
and the possible necessity on issuing bonus 
shares for an agreement to be entered into 
by the company with one of the share- 
holders, generally a director, to accept the 
shares on behalf of all members entitled 
thereto and subsequently providing for the 
allotment of such shares proportionately to 
the respective shareholders. It would 
appear that the object of entering into such 
an agreement is to provide a document 
which can be filed with the Return of 
Allotments and, secondly, that it binds 
shareholders to accept the shares and 
deprives them of any right of asking for the 
bonus in cash. It is our opinion that such 
an agreement is unnecessary. The original 
resolution passed in general meeting 
authorising the issue of the bonus shares 
can be quite specific, stating that such shares 
shall be issued to the existing shareholders 
on a definite proportionate basis. This 
obviously precludes any claim for a cash 
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payment. The suggestion that an agreement 
must be filed with the Return of Allotments 
is incorrect, for provision is made in 
Section 52 (2) of the Companies Act, 1948, 
that where no such contract is available the 
necessary particulars forming the basis of 
the contract shall be disclosed to the 


Registrar of Companies and a specific form 
is available for this purpose. 

When the allocation of the bonus is such 
that fractions may be involved, it is then 
advisable to enter into an agreement with 
one of the shareholders to act as trustee for 
his co-shareholders, to receive an allotment 


The Changing Conception of 


Trusteeship 


In a lecture given recently at University College, London, in the series of “‘ Lectures on Current 
Legal Problems,” organised by the Faculty of Law of that College, Professor G. W. Keeton, M.A., 
LL.D., Dean of the University College Faculty of Law, discussed the effects upon the office and duties 
of trustees of the war and the social revolution which has followed it. He pointed out that almost 
revolutionary change had occurred, but this change had taken place almost completely unperceived. 


We give a condensed version of his lecture. 


By PROFESSOR G. W. KEETON, s.a., LL.p. 


THE TRUST HAS ALWAYS BEEN INEXPLICABLE 
without a knowledge of the social environ- 
ment in which it was developed. As it took 
shape in the eighteenth century the trust 
was a device by means of which a country 
landowner in one of the freest societies the 
world has ever known made provisions of a 
far-reaching type for the various members 
of his family. To-day, on the other hand, 
settlors and trustees inhabit a different 
world, in which property is constantly 
under attack, and in which the thriftiness 
and foresight of former generations is fre- 
quently denounced as anti-social. As might 
have been predicted, this inversion of social 
values has produced many novel and 
difficult problems within the law of trusts. 

When the rights and duties of trustees 
were first settled by the Court of Chancery 
in the eighteenth century, many of them 
were predominantly administrative in char- 
acter and the standards of care prescribed 
by Equity were high. At this period there 
was nothing incongruous in expecting a 
member of the landowning class to devote 
considerable time and skill to the gratuitous 
administration of a neighbour’s property, 
and to incur heavy legal liability if his 
judgment proved wrong. In more recent 
times, however, the high standards pre- 
scribed by the great Equity judges of the 
eighteenth century have been relaxed by 
Statute. This relaxation reflects changed 
social conditions. To-day, it is becoming 
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increasingly difficult to find persons of 
ability and standing to undertake the 
management of private trusts. For that 
reason, the Trustee Act, 1925, gave a 
general power to the trustee to delegate all 
ordinary routine business to agents, whom 
the trustee could remunerate for their 
services, and for whom (if properly ap- 
pointed) the trustee was not legally re- 
sponsible. Thus it seems probable that in 
the future a clear division of functions will 
exist between the trustee and his paid 
agents. The latter will perform all ordinary 
trust business, whilst the activities of the 
trustee will tend increasingly to be confined 
to the selection of suitable agents, and to 
the exercise of the numerous discretions 
requiring personal judgment which arise in 
the execution of a trust. 

This change is a fundamental one. In the 
eighteenth century the trustee-landowner 
dominated his agents, and would only 
occasionally need their advice. To-day, our 
social mechanism is so complex that the 
trustee must of necessity rely upon the 
advice of an increasing number of highly 
qualified specialist agents, whose advice he 
ignores at his peril. The trustee to-day is a 
busy man, who finds it increasingly difficult, 
because of State interference, to control his 
own affairs. He has neither the time, nor 
the capacity, nor the inclination to spend 
considerable time administering a trust. 
He is therefore progressively becoming the 


of shares to the total of the fractions, to selj 
these shares on behalf of the fractional 
interests and subsequently to apportion the 
proceeds between those entitled to such 
fractions. An agreement in this case js only 
necessary as a matter of machinery for 
dealing with fractional interests. 


chairman and co-ordinator of a number of 
professional specialists. 

Moreover, a shortage of trustees of 
desirable calibre and standing has given rise 
to the custom of employing corporate 
trustees. There is the Public Trustee, and 
there are the trust corporations. The 
Public Trustee was established by the 
Public Trustee Act, 1906, to administer the 
estates of persons of moderate means ; but 
an analysis of the reports of the Public 
Trustee will show that even to-day trust 
corporations such as those organised by 
the banks and the big insurance companies 
are more frequently the trustees for persons 
of small means than the Public Trustee is. 
Such corporations, however, still labour 
under disadvantages, as compared with the 
Public Trustee, for he has a statutory power 
to charge for his services, whilst they have 
not. In any future amendment to the 
Trustee Act, 1925, trust corporations should 
be placed upon the same footing as the 
Public Trustee in this respect, for in the 
future, solicitors and accountants and trust 
corporations may possibly enjoy almost a 
monopoly of the work of the trustee. 

If we were to inquire to-day, however, 
why trustees of the calibre of nineteenth- 
century middle-class business men or their 
eighteenth-century predecessors are n0 
longer forthcoming, it would be necessary 
to write a long and depressing chapter of 
social history. Both of them lived well by 
modern standards. They worked hard, and 
they preserved (and sometimes enlarged) 
the produce of their labours with great skill. 
Yet they drew heavily upon their leisure for 
those innumerable public services without 
which the mechanism of public life cannot 
run smoothly. They sat in Parliament, they 
served on benches of magistrates, they were 
churchwardens, hospital trustees and 
trustees. They had, in fact, a genius for 
committees, and it was in consequence o! 
their outlook that the committee system 
became the automatic means of transacting 
public business in England. Moreover, al 
these public services were performed not 
only without payment of salary but without 
payment of expenses. It is only in out 
own time that the “ service principle ” has 
been erected into a dogma, and that 
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multaneously we have made generous pay- 
nents for “ expenses ” incurred and time 
gent in the performance of a public duty. 

Two world wars and a social revolution 
jung the last half-century have gone far 
towards destroying this class. Moreover, 
day commerce has largely ceased to be 
i enterprise calling for the exercise of 
aitiative and nice judgment. Increasingly 
ge sections of industrial and commercial 
tivity are being placed outside the range 
of private enterprise altogether. Moreover, 
present rates of taxation make it impossible 
fr a professional or business man to con- 
«mplate retirement at approximately sixty 
vars of age, with the prospect of ten or 
fifteen years of public service before him. 
He must remain in harness almost to the 
day of his death, and since the conduct of his 
usiness has become incomparably more 
wacting than it was half a century ago, he 
jas neither time nor energy to devote to 
public or quasi-public activities. Moreover, 
most unhappily, since the conclusion of the 
xcond world war, there has gradually 
developed an attitude that the services of 
the property-owning classes are somehow 
tainted. Not unnaturally, therefore, they 
have become a little reluctant to tender 
srvices which have so obviously not been 
wanted. 

It may perhaps be suggested, however, 
that if the problem of the vanishing trustee 
is at bottom a social one, in due course a 
new race of trustees will arise from a 
different social background. Of that, how- 
ever, there is as yet no sign at all. The whole 
trend of development in the law of trusts has 
hitherto favoured the middle-class trustee. 
It is not that the trustee requires expert 
knowledge. Indeed, to-day, as we have 
seen, that is no longer true, for he is able to 
employ and pay whatever expert agents he 
may deem to be necessary for the discharge 
of trust duties. Nevertheless, the trustee 
must be, as in the past he must always have 
been, a man of affairs. He must have 
familiarity with the responsibilities of 
managing real property. He must know the 
implications of entering into a mortgage. 
He must keep some kind of watch upon the 
financial position of the country, so that 
he can decide what changes should be made 
in the condition of trustee investments. He 
must know, in general terms, at least, the 
effect of the modern avalanche of legislation 
upon the property which is subject to the 
tust. Such knowledge of affairs will only 
rarely be possessed by those who live in 
council houses, who earn a weekly wage, 
and do not operate a banking account. If 
Present tendencies continue unchecked, it is 
possible to foresee the time when the law of 
tusts will be as obsolete as the law relating 
to widow’s dower. In the transitional period, 
however, we shall employ increasingly the 
paid corporate trustee. 


TRUSTEE INVESTMENTS 


The root concept of trust property is just 
as much conditioned by its social back- 
ground as the conception of the trustee is. 
The underlying assumption is that wealth 
can be accumulated in sufficient quantity 
within a reasonable time, so that when 
invested, the income arising from it will be 
adequate for a number of social purposes, 
whether it be the maintenance of successive 
members of a family, or the support of some 
charitable purpose, such as a church or a 
college. If national policy is aimed, as since 
the war it has been deliberately aimed, to 
frustrate those two purposes, then sooner 
or later they will fail. Already, far-reaching 
changes in our national habits have taken 
place. To-day, it is no longer certain 
sections of the lower classes who live simply 
from week to week. It is virtually the entire 
community. In a period of inflation and 
currency devaluation, there is indeed little 
possibility of an alternative. This, however, 
has as its inescapable consequence the fact 
that the natural desire of a man of ability to 
provide for his immediate descendants, and 
the desire of public-spirited persons to 
provide for the continuance of voluntary 
activities to which they attach importance, 
can no longer be satisfied. In both cases, 
the country is the poorer, in more than one 
sense. 

However, altogether apart from this 
ominous symptom, the trustee to-day is 
faced with other problems which add very 
greatly to his difficulties. We have seen 
that society has become so complex that he 
must rely on expert advice, where his pre- 
decessor in the eighteenth and nineteenth 
centuries would have trusted in his own 
judgment. If the trustee wishes to turn a 
field into a recreation ground, or if he wishes 
to turn a substantial old house ‘into flats, 
he will have to seek planning permission and 
pay development charge. He will have to 
enter into prolonged negotiations with a 
multitude of officials and public bodies 
through the intermediary of solicitor and 
architect. When he has incurred all this 
preliminary expenditure, he may find his 
application refused, or, even if it is granted, 
he may find that he is unable to procure 
materials or labour, or both, to achieve 
what he wants. Thus, altogether apart from 
the question of taxation, which is heavily 
penal in amount, the trustee is faced with 
the certainty that the income and capital 
of the fund will be increasingly employed 
upon purposes which, though necessary 
having regard to the strange times in which 
we live, have no relation to the purpose for 
which his trust was constituted. In other 
words, administrative costs have risen many 
times in arhount, whilst income yields have 
declined sharply. 

The main reason for this decline in 
income yields is obviously the high rate of 


taxation ; but other factors of almost equal 
importance are inflation and the low-interest 
policy which has been followed in recent 
years. The full history of trustee invest- 
ments has never been written. It is a 
chapter in the history of Great Britain’s rise 
to the position of the world’s banker, and 
of her rapid fall from that position in the 
past two decades. When the law of trusts 
was recreated by Lord Nottingham and his 
successors at the end of the seventeenth 
century, there existed no settled practice 
with regard to trustee investments. In the 
carefree days of Charles II, a Government 
loan would have emphatically not been a 
good trustee investment, and the position 
of trustees at this point was one of great 
uncertainty. Wise and honest trustees 
sought the advice of the Court. Others were 
less scrupulous, and employed trust funds 
in the furtherance of their own interests. 
This had disastrous consequences at the 
beginning of the eighteenth century, with 
the bursting of the South Sea Bubble, for 
we are told that one of the circumstances 
which aggravated the general ruin was that 
many trustees had yielded to the nation- 
wide gambling fever, and had speculated 
in South Sea and similar stock with funds 
committed to their care. The full story of 
the ensuing misery has never been told, but 
there can be no doubt that its effect upon 
the practice of the Court of Chancery was 
salutary, for the Court began to draw a 
sharp line between investments which 
were proper for the trustee to make and 
those which were not. Moreover, the 
Chancellors laid down the great equitable 
principle that a trustee may not profit from 
his trust, thereby removing the incentive 
of personal gain from the trustee’s power to 
make investments. There can be little 
doubt that the chastening experience of the 
South Sea Bubble had a good deal to do 
with the stricter formulation of this rule. 
It was only gradually, however, that the 
complementary rule, that trustees must put 
trust money in proper investments, de- 
veloped. In between, there was an awkward 
transitional period, during which trustees 
were not compelled to invest at all and 
often let trust money lie idle for fear of loss. 
Since, however, such a practice went some 
way towards frustrating the very purpose 
for which trusts were normally created, 
namely, the enjoyment of a number of 
interests in succession, it became common 
to incorporate into trust instruments clauses 
giving trustees express powers to lend out 
money at interest. As the eighteenth century 
progressed, and successive Chancellors of 
the Exchequer placed British finances and 
Government loans on an entirely new basis, 
Government stock at three per cent. 
became an investment which was very much 
sought after by trustees. So began that 
increasingly important alliance between 
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Government and investing middle classes, 
for the national benefit; an alliance 
which has been terminated only in our own 
day, as the consequence of the triumph of 
another conception of social organisation, 
the planned welfare State. 

During the eighteenth century, however, 
each progressive extension of the national 
debt simply became an aspect of increased 
national wealth ; and although there were 
Jeremiahs who darkly predicted that such 
an expansion of credit could not go on, 
British overseas trade expanded so rapidly 
that there was constantly an abundance of 
investible money seeking Government 
stocks, which therefore remained remark- 
ably steady, even in temporary periods of 
national difficulty. 

In the nineteenth century there were 
further developments. Following the 
reform of English local government by the 
Municipal Corporations Act, 1835, trustees 
were progressively encouraged to invest in 
the loans of municipal corporations, and 
later still, in those of the new county 
authorities. In the second half of the 
nineteenth century, the area of investment 
was extended to include the stocks of 
Dominion and Colonial Governments, as 
well as those of the growing municipalities 
of the Empire. Trust money, therefore, 
played a part of first importance, not only 
in financing the wars with France in the 
eighteenth century, with the resulting ex- 
pansion of Empire and enormous growth of 
commerce, but in the development of the 
Imperial resources, and with it the growth 
of self-government, in the nineteenth 
century. As far as industrial undertakings 
were concerned, participation by the 
trustees was excluded altogether unless the 
settlor expressly authorised it. This probably 
represented the best attainable compromise 
between security of capital and large 
income yield that could be achieved. After 
all, the leading nineteenth-century cases 
governing the mode of apportionment of 
assets between capital and income regarded 
4 per cent. as a reasonable average income 
from trustee investments regarded collec- 
tively. _This, in an age when income tax 
dropped to twopence in the pound and 
when indirect taxation was of almost 
negligible proportions, was no bad yield. 

It used to be a commonplace among the 
elderly to say that things have never been 
the same “ since the old Queen died,” and 
from the point of view of the trustee this is 
certainly true. Wars and rumours of wars 
cause even “ gilt-edged securities” to 
fluctuate in price, but even worse has 
ensued. Since 1914 one of the trustee’s 
very real embarrassments has been the 
impossibility of planning ahead. Income 
tax and allied taxes have varied con- 
stantly, usually for the worse, and death 
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duties have progressively confiscated more 
and more of the fund which he adminis- 
tered. To add to his difficulties, there has 
been greater interference with interest 
yields between 1914 and 1949 than there 
was in the entire period from 1700 to 1914. 
It is true that in the second half of the 
nineteenth century, one Chancellor of the 
Exchequer sought to take advantage of the 
prevailing prosperity and an abundance of 
money to force down the rate of interest on 
Government stocks from 3 per cent. to 24 
per cent., but his efforts were not well 
received, and they proved a failure, since 
the capital value of the stocks quickly 
slumped to the point where the real yield 
was again 3 per cent. The national effort 
in the first world war involved expenditure 
on a quite unprecedented scale, and the 
need for new capital was so great that the 
rate of interest on War Loans rose rapidly 
to 5 per cent., where it remained until the 
great conversion loan of 1931 reduced the 
rate to 3$ per cent. where, substantially, it 
remained throughout the second world war. 
Since 1945, however, there has been 
apparently light-hearted experimentation 
with the lower yield of 24 per cent. In so 
far as National Savings have been concerned, 
this rate has strikingly failed to attract the 
small investor, whilst as far as the older 
investing public (in which to-day trustees 
are very influential) is concerned, the 
* Dalton 24s as they ” are often called, after 
a short interval fell to such a point that the 
effective yield again became 3 to 3} per 
cent. Similar consequences have followed 
over-lavish issue of Government stock by 
way of compensation for property taken 
under successive Nationalisation Acts. 
Where these results have followed in respect 
of trust property, the trustee has once again 
been compelled to stand by whilst the 
capital of the trust fund is arbitrarily 
reduced by Government action. 

To-day, therefore, the task of keeping up 
the fund of a private trust is one of un- 
precedented complexity. Indeed, it has 
become almost an impossible rule, and in 
face of growing difficulties, settlors have 
been compelled to give trustees wider 
powers than have been general hitherto. 
They are permitting them to invest in 
securities of any kind, provided the trustees 
exercise their powers in good faith. This is 
indeed inevitable, for if the trust extends to 
shares in public utilities or heavy industry, 
they will have the choice of standing by 
whilst the fund is reduced by the unsatis- 
factory terms of exchange for Government 
stock which appear in the Nationalisation 
Acts, or of selling under depreciating con- 
ditions and then investing the proceeds in 
Government stock, with low income yields, 
and the capital value of which fluctuates 
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live upon the produce of capital, yet ever 
to-day many of the clauses of family sett 
ments are concerned with the elderly, thd 
widowed, the infirm and children. 
When the problem is seen in these 
it will be apparent that the law of trusts x 
to-day grappling with a problem which goes 
to the roots of our social existence. In them 
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term investment which is possible, and even qq “Dilities 

desirable, to trustees, was an important tracted fo 
steadying factor in times of war or national iabilities. 
crisis. On the other hand, the possibility of j™ guidar 
secure investment with fixed and low gg” te wo! 
income yields was an instrument for giving The Co 
the steadily expanding middle class a stake aren 
in the country, and for providing the means : 
whereby that class provided for the educa gm '%7 5° 
tion and maintenance of its children, and _s 


for the support and comfort of its older 
members. These habits were of long fj Itisf 
standing, and in so far as they were induced (in - 
by the machinery of the law of trusts, they rar ‘ 
date from the Revolution of 1688 at the ace 
latest. To-day, however, the edifice which mbes 
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of collapsing. There is no longer any profits ; 
certainty that the desired ends can be # totwen 
achieved, nor can the trust be preserved for JM balance 
a prolonged period. The alliance between J bligati 
the State’s welfare and the thrift of is *" 
thrifty members has been weakened to such iad po 
a degree that there is real danger that i! Counsel’s 
may not survive at all ; and it is no accident In o 
that, as these ominous changes have taken JH meet fu 
place, national economic difficulties have 
increased. It may be, of course, thal 
present policies will be pursued to the point 
where private property itself ceases to x! 
as a considerable factor in social organs 


tion. If, on the other hand, national “ aol rm 
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. What is a 


Liability ? 


mgaGRAPH 4 (1) OF Parr I OF THE 
Fighth Schedule to the Companies Act, 
y8, provides that “The reserves, pro- 
iiions, liabilities and fixed and current 
ysts shall be classified under headings 
propriate to the company’s business.” 
This paragraph envisages that, apart from 
mpital, entries on the liabilities side of the 
glance sheet are to be classified into three 
goups—reserves, provisions and liabilities. 
Paragraph 27 (1) in Part IV of the same 
{hedule reads as follows: “ For the pur- 
pses of this Schedule ... (a) the ex- 
gesion ‘ provision’ shall . . . mean any 
amount. . . retained by way of providing 
brany known liability of which the amount 
amot be determined with substantial 
ucuracy; .. and in this paragraph the 
apresion ‘liability’ shall include all 
liabilities in respect of expenditure con- 
tracted for and all disputed or contingent 
liabilities.” Apart from the above there is 
no guidance in the Act as to the meaning 
of the word “ liability.” 

The Council of the Institute of Chartered 
Accountants, as reported in their booklet 
tated May, 1948, on the Companies Act, 
147, sought the opinion of counsel in 
regard to future United Kingdom income 
tax. The Institute stated : 


It is frequently the practice for a company 
(in addition to making provision for cur- 
rently assessed income tax) to set aside a 
further amount for future income tax, the 
amount being estimated by reference to 
profits earned to the date of the balance sheet 
although no assessed liability based on those 
profits can normally arise before from nine 
to twenty-one months later (according to the 
balance sheet date). There is no legal 
obligation to set aside such an amount and it 
Snot always done ; but frequently a volun- 
lary appropriation is so made, .. . 


Counsel’s opinion was as ‘ollows : 

In our opinion an amount set aside to 
meet future income tax is not a liability and 
accordingly cannot be a “ provision” as 
defined by paragraph 1 (i) (a), First Schedule, 
Part IV (C.A. 1947). It follows that for the 
purposes of the schedule it is necessarily a 
reserve, 

It is evident from this opinion that 
Counsel’s view is that there are two main 
categories only on the liabilities side of a 
balance she:t (apart from capital), namely, 
labilities and reserves. If an entry cannot 
be properly treated as a liability, it is a 
‘serve. ‘The distinction is important, of 
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course, because in the last resort a liability 
must be provided for before profits dis- 
tributable as dividend are arrived at, 
whereas a reserve need not be provided for 
—it is optional. 

Since company balance sheets are now 
regulated in detail by the Companies Act, 
1948, and the word “ liability ” appearing 
in the Statute is not fully defined, one must 
go to other law for further enlightenment 
on the meaning of the term. Two judgments 
which throw some light on the subject, both 
in the Court of Appeal, are considered 
below, not so much for the decisions 
reached as for what the Judges said in the 
course of their judgments. 

In In re Duffy (C.A., 27 A.T.C. 324), 
the question raised related to the proper 
method of valuing for the purpose of estate 
duty shares in certain companies. The 
dispute was on the question what lia- 
bilities may, for the purposes of the valua- 
tion, be deducted from the gross value of 
the assets of the compani¢s, and in par- 
ticular whether income tax, assessable in a 
following year, on the profits earned during 
the year in which the deceased died could 
be deducted. The Master of the Rolls said 
to set aside a reserve against that liability 
it was clear was prudent behaviour and a 
customary provision for a trading company 
to make. He quoted the valuation pro- 
vision in Section 50, Finance Act, 1940, 
as follows : 


But the Commissioners shall make an 
allowance from the principal value of those 
assets for all liabilities of the company 
(computed, as regards liabilities which have 
not matured at the date of death, by reference 
to the value thereof at that date, and, as 
regards contingent liabilities, by reference to 
such estimation as appears to the Com- 
missioners to be reasonable). . . . 


The Judge went on to say that they were all 
familiar with the fact that, in speaking of 
the liabilities of a company which kept 
accounts, the word “ liabilities ” might be 
used in two senses. From one point of view, 
in reference to a particular company, any- 
thing that appeared on the left-hand side 
of its balance sheet was a liability. In the 
accountancy sense, it was a liability whether 
it was a provision for an actual legal 
liability or whether it was a provision which 
the directors, as business men, thought it 
prudent to make for something that might 
or might not happen in the future. From 


the accountancy point of view, once these 
things were properly entered on the left- 
hand side of the balance sheet they were 
liabilities. .(Although this is no doubt a 
correct exposition of the state of affairs 
before the Companies Act, 1947, it does not 
appear to be so since that Act came into 
force, in view, for example, of the above 
counsel’s opinion to the Council of the 
Institute.) Counsel for the appellant did 
not, however, seek to construe the word 
“ liabilities” in so extended a sense but 
contended that the word was not to be 
construed in the limited and narrow sense 
of legal liabilities existing in point of law, 
whether under a contract, or under a 
Statute, or in some other way. The Judge 
stated that what they had to do was to 
construe the word “ liabilities ” and before 
pronouncing thereon he referred to the two 
sub-classes of liability. The words in 
brackets, he said, dealt with two sub-classes 
of liabilities, neither of which could go 
beyond the head class of liabilities. In other 
words, in order to fall within one or other 
of those sub-classes, a thing must be 
liability. It appeared t» the Judge that all 
they, the Court, could do was to construe 
the words in their natural and ordinary 
meaning, even though in one case, or 
another, they might think some different 
method of valuation would have led to a 
fairer result. He appreciated the argument 
that the profits in question would form the 
basis of next year’s assessment to tax, and 
any prudent business man would not regard 
them as spendable save after making proper 
provisions for the tax liability which was 
going to arise in the future, but it could not 
be said that anything of that kind was a 
liability. He found it impossible to give the 
words a meaning extending beyond what was 
always perfectly ascertainable without any 
doubt whatsoever, namely, an existing 
legal liability, actually existing in law at the 
relevant date. The words could not be 
stretched so as to cover something which 
in a business sense was morally certain, and 
for which every business man ought to 
make provision, but which in law did not 
become a liability until a subsequent date. 
Without bringing into question the merits 
of the decision as applied to the particular 
issue the Judges had before them, it is 
interesting to note that although the Master 
of the Rolls acknowledged the existence of a 
wider interpretation of the word “ lia- 
bility,” with reference to the words before 
him—which on the face of them appeared 
fairly wide in that they included liabilities 
which had not matured and also contingent 
liabilities—he limited their construction to 
the somewhat emphatically narrow meaning 
with which he concluded his judgment. 
The second judgment is Peter Merchant, 
Ltd. v. Stedeford (C.A.,27 A.T.C. 342), in 
which the appellant company managed 
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factory canteens belonging to factory 
owners and used light equipment, consisting 
of crockery, etc., which also belonged to the 
owners of the factories. The appellant 
company was obliged to maintain ‘h= light 
equipment in its original quanusy and 
quality. Although the cost of replacements 
was admittedly a proper deduction in com- 
puting the company’s profits for income tax 
purposes, owing to war and other circum- 
stances it was impossible or impracticable 
for the appellant to obtain all replacements, 
and the obligations under the contracts 
with the factory owners in those cases still 
remained to be performed. In computing 
profits for income tax purposes, the 
appellant claimed to be entitled to deduct 
amounts representing, at current prices, the 
liability to effect replacements as soon as the 
required equipment became obtainable. 
Before the General Commissioners, a 
Chartered Accountant gave evidence that, 
in his opinion, the accounts of the appellant 
company had been prepared in accordance 
with the principles of sound commercial 
accounting, and that if he had been the 
auditor to the appellant company he would 
not have been prepared to certify the 
accounts as correct if the provisions to meet 
_the appellant company’s liabilities in respect 
of equipment shortages had not been made 
year by year in the manner in which the 
accounts showed them to have been made. 
Counsel for the appellant argued that the 
deduction was not one expressly excluded 
by law, that is, by Rule 3 of the Rules 
applicable to Cases I and II of Schedule D, 
because it was a deduction which had been 
made in respect of the wunascertained 
liability of the caterer to the factory owner, 
which had been proved in the years in 
question, and he referred to two statements 
in two cases in the House of Lords. Firstly, 
in the case of Sun Insurance Office v. Clark 
(1912) Lord Haldane said : 

It is plain that the question of what is or 
is not profit or gain must primarily be one of 
fact and of fact to be ascertained by the 
tests applied in ordinary business. 

Secondly, in the case of Usher’s Wiltshire 
Brewery, Lid. v. Bruce (1915) Lord Sumner 
said : 

The effect of this structure, I think, is this, 
that the direction to compute the full amount 
of the balance of the profits must be read as 
subject to certain allowances and to certain 
prohibitions of deductions, but that a 
deduction, if there be such, which is neither 
within the terms of the prohibition nor such 
that the expressed allowance must be taken 
as the exclusive definition of its area, is one 
to be made or not to be made according as 
it is or is not, on the facts of the case, a proper 
debit item to be charged against incomings 
of the trade when computing the balance of 
profits of it. 

Counsel’s case for the appellant, said the 
Judge, could not necessarily rely on the 


go 


accountant’s opinion and these statements, 
because the amounts might not be per- 
missible deductions before arriving at the 
profits in a particular year. But whatever 
view might be taken with regard to that, 
it was quite clear the deduction had been 
made by the accountant because he had 
interpreted the contract as imposing an 
obligation on the caterer to make good, in 
the year when the losses occurred, the 
utensils lost, at their then value which, 
incidentally, it was to be observed, was in 
each case at a very high figure, because it 
was only when the cost was prohibitive or 
when the articles were unprocurable that 
this was used ; and therefore the accountant 
had clearly formed the view, and it was the 
basis on which he had proceeded, that that 
was the liability of the caterer ; that was to 
say, that the factory owner in any one year 
could have sued the caterer when he had 
failed to replace any of these utensils, and 
got damages from the caterer based on the 
then prohibitive cost of the article. The 
Judge then stated that in his view the 
contract imposed no such obligation on the 
caterer. The obligation on the caterer was 
to make good the loss, but not until the 
termination of the contract, which might be 
after many years, when the loss would be 
based upon the cost of replacement at that 
date. In the meantime the caterer had the 
opportunity under contract to replace these 
articles as and when he could at times when 
the price might have fallen. On the 
accountant’s view the deduction was a 
liability which had accrued during the year 
in question, but as he had indicated he 
thought that was an erroneous view. 

Before the new Companies Act became 
law, rules of accounting mainly guided 
accountants in deciding what required to 
be set aside out of profits before a true 
balance of profits for a year was arrived at 
in a company’s accounts—there was little 
or no law constraining them when con- 
sidering what was and what was not a 
liability to be provided for. The question 
was one primarily to be decided in the light 
of their own knowledge and experience of 
accounting—no doubt it was in many 


instances a matter for personal judgment. - 


If the view put forward in this article is well 
founded, the position since the passing of 
the Companies Act, 1947, is very different. 
What is or is not a liability in a company’s 
balance sheet is now a question of law to be 
decided by the application of the appro- 
priate Statute and case law. 

In the past there has been a tendency for 
accountants to over-provide in accounts for 
liabilities rather than to under-provide. 
It was considered prudent to anticipate 
losses but not profits. In matters of doubt, 
it was better to err on the safe side rather 
than take a risk that the amount provided 
might prove to be insufficient. In practice 


this leaning towards prudence in company 
accounts tended to become ext:cime in some 
cases, and the provisions of the Compania 
Act, 1948, are among other matters q, 
signed to prevent in the future this failin 
which was liable to abuse, as indeed it ™ 
found to have been abused on Occasions 
in the past. Is the pendulum now to 
swing in the other direction? Are auditor 
reluctantly to have to say that they cannot 
force the setting aside of an amount whic) 
they believe as accountants to be desirable 
because there is no legal necessity to provid. 
for an amount which is not a legal |jz. 
bility ? The dicta of the Judges in the two 
cases referred to above appear to indicate 
that there is a wide divergence between 
what accountants on the one hand under. 
stand by the word “ liability” and what 
on the other is understood by lawyers. The 
accountants’ prime consideration is that 
profits shall not be overstated and conse. 
quently the accountants’ interpretation of 
the word is inclined to be broad. Lawyer, 
on the other hand, require an interpretation 
which is certain in law; they have w 
enunciate principles which can be widely 
applied to different sets of circumstances, 
Naturally they abhor anything vague or 
uncertain in the law ; they seek to maintain 
a clear dividing line which they are loth 
to abandon if they cannot see another to 
take its place. 


In the two cases referred to above, the 
questions at issue had to be decided accord: 
ing to the relevant law. In the first, the law 
was that of valuation for the purpose of 
estate duty, and in the second the law of 
income tax. In both cases, however, par 
ticularly in the second, accounting practice 
had a bearing on the issue. Is there any 
reason why the word “ liability ” should 
not have its own definition for the purpos 
of the Companies Act, and be sufficiently 
wide to embrace obligations or charges, 
which, although perhaps not liabilities for 
other legal purposes, yet should be pr 
vided for according to the canons of bet 
accounting practice before a true balanced 
profits is arrived at ? 


Chambers’ Twentieth Century Dictionary de 
fines liability as “state of being liable, thi 
for which one is liable, an obligation, debt 
etc.” and the Oxford Dictionary (Pockt! 
Edition) as “being liabie.” Liable 5 
defined respectively as “ able to be bout 
or obliged, responsible” and “ legally 
bound, answerable for.” These definitios 
seem to be rather narrower than requirtd 
for accounting purposes, as were the meal 
ings which the judges decided upon in tht 
cases quoted above. At least the expressia 
should clearly include the proportional 
part of a liability where the liability bas 
accrued over a period of time before matu 
ing into a payable debt. 
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TAXATION 


Depreciation 


—__— 


THE CHAIRMAN OF THE TUCKER COMMITTEE OPENED THE 
sessions on depreciation (held on January go and 31 and 
February 1) by saying that it had been the subject of 
controversy for years, and time would not permit of going 
through all the arguments. 

The witnesses listed to appear represented twenty-five 
professional and trade organisations, to which were added 
fifteen individuals, in support of written submissions. 

We shall here attempt to summarise the proposals 
put to the Committee as we understand them, without 
reference to their sources. 

It seems to have been the concensus of opinion that all 
expenditure for the purposes of earning profit should be 
allowed as an expense, of earning the profit, the distinction 
between capital and revenue being largely a matter of 
timing. 

ll of the witnesses represented associations with 
specialised requirements, which, however, fitted into the 
general framework. For example, the following are 
all examples of wasting assets, etc., which every taxpayer 
would probably agree are fit subjects for depreciation 
allowances : 
deposits in the case of mines and gravel and sand concerns, 
the cost of sinking wells, excavating for the building of a 
dry dock, shifting public houses owing to the effects of 
Town and Country Planning, amortisation of lease 
premiums and improvements done by lessees, cost of 
monopoly value, statutory recognition of fixtures and 
fittings as plant, etc. 

If expenditure creates an asset of tangible value to be 
used up in production or marketing of goods or services, 
it should be charged against the proceeds of sale of such 
goods or services. ’ 

One way of looking at the question (not mentioned in 
evidence before the Committee, so far as the writer has 
seen) is that the business could hire the asset ; if it did, 
in most instances the rent would be allowable. If the 
business expends the money in advance, it should not be 
prejudiced. 


BUILDINGS 

There was almost unanimity among witnesses that relief, 
similar to that already given, should be extended to non- 
industrial buildings used for business purposes, including 
residences let for such purposes, for example, cottages 
erected for the use of workers, offices, hotels, retail shops 
and the like. 

Temporary buildings in blitzed areas certainly seem to 
be high on the list for relief. 

In the case of nurserymen, there seems to be an over- 
whelming case for giving the same relief as is given to an 
agriculturist, 


BALANCING CHARGES 
Balancing charges, in these days of inflation, can be 


exhaustion of mineral and other natural - 


high. In the case of a sur-tax payer, the incidence may be 
very serious, and there is much merit in the suggestion of 
spreading a charge, at the option of the taxpayer, where it 
makes, say, a 5 or 10 per cent. difference in his liability 
to sur-tax, i.e., giving relief comparable to that under 
Sections 34 and 35.of the Finance Act, 1927. 

The suggestion that there should be no balancing charge 
on assets taken over on nationalisation is not based on 
logic but on hardship (and that brought about largely by 
inflation). 

The suggestion that industrial buildings allowances 
should be based on the cost to the taxpayer, not original 
cost, raised the query whether tax should be paid on a 
capital profit ; the witness in question was only willing to 
refund allowances already had. Difficulties were envisaged 
under Section 59, Income Tax Act, 1945. One proposal 
was the continuance of the mills, factories allowance at 
the option of the taxpayer. Some discussion ranged round 
the addition of development charges to the cost of buildings, 
which seems reasonable. 


MACHINERY AND PLANT 
Much evidence turned on (a) plant held in reserve, or 
unused through change of circumstances, for example, 
shortage of raw materials, where it was claimed that full 
allowances should be given, and (b) inflated costs of 
replacement. It was suggested that (b) might be met by : 


(1) Doubling the cost figure for the purpose of cal- 
culating depreciation on plant bought before 1941—an 
arbitrary suggestion that is unlikely to proceed further. 

(2) Increasing initial allowances and ignoring them 
in calculating annual allowances, balancing allowances, 
etc. 

(3) An allowance for replacement similar to the 
deferred repairs allowance for excess profits tax. 


Other suggestions for meeting the inflationary problem 
were : . 

(i) A system of tax-free reserves : at present unspent 
reserves gave an artificial appearance of liquidity, 
which raised difficulties when a major portion of the 
plant had to be replaced. 

(ii) A constant allowance based on cost and a variable 
allowance related to changes in price level : allowances 
could be linked to a price index. 


It was suggested that any form of relief to deal with 
inflation should not interfere with the accounts but should 
be an additional relief computed after profits were ascer- 
tained. This is a recognition that such a provision is 
hardly a charge against the profits of the period, but one 
to be met out of profits retained. Relief should be given 
not only on the funds required for re-equipment or expan- 
sion of fixed assets but also for financing stocks and other 
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working capital. 


in it. 
emphasised. ) 
METHOD OF RELIEF 


In general, witnesses seemed in favour of depreciation 
allowances being deducted in arriving at profits, as 
One body suggested that as 
this would do away with the conflict between wear and 
tear allowances and losses, the time limit on carrying 
forward losses should be abolished. Another suggestion 
was to allow losses and capital allowances to be spread 


is the case with profits tax. 


back over a period of years. 


Most witnesses favoured the straight-line method of 
depreciation, several wanted to accelerate the allowances, 


Taxation 
Notes 


** Short ”’ Interest 


IT Is WELL KNOWN THAT IN THE CASE OF 
annual interest, tax is deductible by the 
payer under the authority of General Rules 
19 and 21, whereas it is not deductible in-the 
case of “short” interest. The distinction 
between “ annual” and “short” interest 
is therefore of considerable importance. 
Unfortunately, however, it is not always an 
easy distinction to make. 

Certain guidance is forthcoming from 
the judgments in C.I.R. v. Sir Duncan Hay, 
Bart. (1924, 8 T.C. 636), where earlier 
decisions were reviewed, and the following 
summary indicates what is meant by 
yearly interest : 


(1) Interest payable in respect of a short 
loan is not yearly interest ; 

(2) In order that interest payable may be 
held to be yearly interest, the loan in respect 
of which it is payable must have a measure of 
permanence ; 

(3) The loan must be of the nature of an 
investment (this is really a paraphrase of (2)) ; 

(4) The loan must not be one repayable 
on demand ; 

(5) The loan must have a “ tract of future 
time.” 

(6) It is irrelevant and immaterial that the 
amount of the loan or the rate of interest may 
fluctuate. 


A loan made for a period short of one 
year, not intended to be continued and not 
in fact continued for a long period, such as 
a temporary loan by a banker to his cus- 
tomer, is a short loan ; the interest does not 
become “‘ yearly interest ”’ merely because 
it may be expressed at a rate of so much per 


92 


Profits tax, at least on retained profits, 
ought to go; sur-tax would require consideration. As a 
partner in a business, the Government should leave money 
(The real difficulty, excessive taxation, was 


to bring the timing of the allowance nearer to the date of 
the spending of the money. Others emphasised that obgo. 
lescence is often more important than strict depreciation - 
asked for the addition of capital allowances to Section 34 


(1918) claims to be made statutory ; suggested that capital 
allowances should be given for calendar years, not years of 


assessment related to bases years ; said that the time for an 
additional allowance was on replacement, and so on. 
We are at one with the witnesses who pleaded {or 
simplification, unification and adequacy of allowances: 
but while we sympathise with those who were agains 
any change that would put extra work on company 
officials unless fully justified in equity, we deprecate any 


opposition to progress in the way of adequate allowances, 


annum. Section 36, Income Tax Act, 1918, 
places the payer of short interest to the 
persons covered by the section (bankers, 
etc.) in the same position as the payer of 
yearly interest, the only difference being 
that he recoups the tax direct from the 
Revenue instead of by deduction. Some 
authorities take the view, however, that 
“short ” loan interest is subject to deduc- 
tion of tax at source when not paid to a 
banker, etc. 


Simplification 


It does not need any deep study of the 
evidence now being given before the Tucker 
Committee to see that the official mind is 
following the usual path (if a mind can 
do such a thing !). This can be described 
by the old saw: “ Better the devil you 
know than the one you don’t know.” 

In other words, there are certain prece- 
dents, both in interpretation and in 
execution of the law, that are known and 
can be followed. Any new methods mean 
starting again from scratch and building up 
new precedents. 

We have seen a glaring example of this 
in the changes in profits tax law. Instead 
of reconstituting the principles, there were 
grafted on to the old tree new branches 
which have made for many complications 
that should have been avoided, par- 
ticularly the fractions that arise in arriving 
at net relevant distributions and at abate- 
ments. The National Defence Contribu- 
tion, as profits tax was called originally, 
was a simple tax ; profits tax is no longer 
sO, particularly since the Profits Tax Act, 
1949. 

It is evident to those who deal with 
taxes every day that no simplification is 
likely so long as the “ new wine in old 
bottles ” attitude continues. 

One factor that might well simplify 
matters would be to change the position 


Capital can only be maintained if it is replaced out of the 
profits earned by its use. 


regarding appeals. Any appeal from the 
Commissioners might well be to a special 
Revenue Court, to be heard by three 
judges, whose decision should be final. If 
they held that the appeal was justified (even 
‘if unsuccessful), the Crown should pay the 
costs. If they cannot get the law made clear 
in Parliament, the subject should not have 
to pay to establish the interpretation. . 
The present system of one judge in the 
first place seems to be outdated. Why 
should it be thought desirable that a case, 
in the last resort, should be heard by one, 
then three, then five judges? Particularly 
does it seem wrong that the taxation of the 
subject should turn on whether he can 
afford to go to the House of Lords. It is 
not unknown for nine judges to try a case, 
yet a majority of three to two in the Lords 
upsets the opinions of the previous four. 
The function of the Revenue Court would 
be the interpretation of the law; the 
Crown ought to let it rest at that point, 
legislating if necessary for the future. 


Removal Expenses 


It is usual to allow as a deduction in 
arriving at profits the cost of dismantling 
and re-erecting plant and machinery, and 
of removing goods, even if the removal is 
voluntary. If the removal is due to expan- 
tion of business, however, the cost of 
removing machinery may be regarded as a 
capital expense. 


Cinema Installations 


In those cases where the installation 
on simple hire, the payments are allowable 
deductions in the usual way. If, however, 
there is an option to purchase, only the 
interest portion of each payment is de- 
ductible, as in all cases of hire purchase. 
If the option to purchase lapses or is sut- 
rendered, there can then be deducted as 
an expense the difference between the 
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annual amounts regarded as capital and the 
allowances already made for replacements 
and wear and tear. 


Double Taxation 


Under the agreements for double taxation 
relief, where annual payments are due to 
non-residents, authority can be obtained 
to pay the annual payments gross (the pay- 
ments are then allowable as deductions), 
but there is no power given to the Revenue 
to permit dividends to be paid gross. The 
recipients of dividends are therefore put to 
the trouble of claiming relief. 

Double taxation agreements have been 
concluded by the United Kingdom with 
fiji, the Gilbert and Ellice Islands Colony, 
and the British Solomon Islands Pro- 
tectorate. The arrangements, which were 
published during February as schedules to 
Draft Orders in Council, follow the same 
pattern as the arrangements previously 
made with other colonies. 

It has been agreed by His Majesty’s 
Government and the Government of Israel 
that the double taxation arrangements in 
force between the United Kingdom and 
Palestine immediately before the termina- 
tion of the mandate shall be regarded as 
continuing in force between the two 
Governments. The text of the agreement 
will be published shortly. 


French Taxation 


Mr. J. H. Johnston, F.s.A.A., has supplied 
us with the following notes from France. 

An article by me in Accountancy for 
March, 1949, told how from January 1, 
1949, the French taxes were grouped under 
two heads: 

1. A tax on the revenues of individuals 

(personnes physiques). 

2, A tax on the revenues of companies or 

other corporate bodies (personnes morales). 

The tax on the revenues of individuals 
comprises : 

(2) A proportionate tax on industrial and 
commercial profits, on salaries, pensions and 
@sauities, on non-commercial profits and the 
like, and on revenues arising from the owner- 
ship of property ; and 

(b) A progressive sur-tax on the net total 
revenues of the taxpayer. 

The tax on the revenues of companies and 
other corporate bodies comprises a tax on 
profits earned and a further tax on profits 
distributable. 

All the foregoing taxes are calculated 
at the rate of 18 per cent. of the taxable 
revenues except the tax on earned profits of 
companies and other corporate bodies, 
which is at the rate of 24 per cent., and the 
Progressive sur-tax where the rate begins at 
10 per cent. and rises according to the 
taxable amount to 60 per cent. and even 
to 70 per cent. in certain cases. 


During the year 1949 certain new 
decrees and rulings made their appearance 
but in the main these dealt with the dis- 
position of certain balance sheet reserves, 
cleared up some matters dealt with rather 
ambiguously in the Finance Acts, and 
instituted a new system of tax advance pay- 
ments, making companies their own tax 
assessors. 

The French aim at having the Finance 
Acts voted before December 31 of each year 
and if the voting overlaps a little it is said 
that the clock in the Chamber of Deputies 
is stopped at midnight on the last day of the 
year, so that the Finance Act may be 
deemed to have been passed in the old year. 


‘For the 1950 Act, however, not even this 


subterfuge could have helped to save 
appearances, as the Act has only now been 
published. It is dated February 1, 1950. 

It provides that the collection of direct 
and indirect taxes will continue as hereto- 
fore, so that the percentages set out above 
still hold good. However, a new tax has 
been created at the expense of companies. 
In addition to the taxes to which they 
were already liable, companies will now 
pay a tax of 10 per cent. on profits realised 
in 1949 and not distributed. The 10 per 
cent. is not payable on amounts which the 
companies must by law or regulations set 
aside to reserves, nor on profits the dis- 
tribution of which is forbidden by law or 
bye-law, nor on profits used to write-off 
past losses carried forward. 

Since 1941 most French balance sheets 
have contained a caption “‘ Provision for the 
Renewal of Stocks.” This provision was 
built up during the war, in most cases free of 
profits tax. It was not until July, 1949, 
that rules were issued on the disposition of 
these amounts. If they so desired, com- 
panies were then authorised to incor- 
porate the provision in the capital on 
paying a tax of 16 per cent. thereoa: if, 
however, the operation was completed 
before December 31, 1949, the tax was 
reduced to 8 per cent. The new Finance 
Act renders this incorporation obligatory 
and it must be effected before July 1, 1950 ; 
the tax payable is 12 per cent. Companies 
for which the incorporation of the pro- 
vision in capital is impossible must never- 
theless pay the tax of 12 per cent. and 
the provision can then be applied in accord- 
ance with the laws and regulations govern- 
ing these undertakings. 

The 12 per cent. is not allowed as a 
charge for the calculation of profits tax. 

The balance sheets of many under- 
takings which took advantage of the 
various decrees authorising a revaluation 
of fixed assets have among their reserves 
the difference between the old and the 
revalued figure under the caption “‘ Special 
Revaluation Reserve.” For some time now 
the Government has aimed at having these 


reserves transferred to capital. At first the 
tax on such transfers was at a rather higher 
rate. Few concerns appeared to be 
interested and the rate was reduced to 5 
per cent. By the new Finance Act the 
capitalisation of these special revaluation 
reserves, which is still not obligatory, is 
subject to a tax of 3 per cent. if registered 
and paid before July 1, 1950, 3.5 per cent. 
thereafter and up to January 1, 1951, 4 per 
cent. up to July 1, 1951, and 4.5 per cent. to 
January 1, 1952. 

The production tax is raised from 10 
per cent., 4 per cent. and 3.50 per cent. to 
13.50 per cent., 5.5 per cent. and 4.75 per 
cent. This production tax is now extended 
to the transport of merchandise and 
passengers by road. 

It would look as though the tax of 18 
per cent. on distributable profits not dis- 
tributed had been replaced by the 10 per 
cent. mentioned above. The 18 per cent. 
was voted by the Finance Act of 1949 and a 
new decree was then promised setting forth 
the rules for its application. No such 
decree has yet been published and the Fisc 
has contented himself with the 18 per cent. 
on actual dividend payments, in place of the 
old 30 per cent. dividend tax. 


Professional Notes this month include: Initial 
Allowances and Tax Reserves; Inland Revenue 
Arrears ; Tax Evasion and Fraud. 


Letters to the Editor 


Free of Tax Annuities 
Sir,—May I refer you to your Taxation 


Notes in the issue of AccounTancy for - 


October, 1949, concerning free of tax 
anuities und-: a will (re Petit and CLR. 
v. Cook) ? 

In your example, the amount to be 
accounted for to the trustees exceeded the 
amount of the repayment. Does it follow, 
therefore, that if the annuitant has no claim, 
that is, where other income covers the 
allowances and the reduced rate relief (for 
example, other income £600, annuity £150 
free of .tax), the trustees can claim back 
that proportion of the tax on the allowances 
that the grossed up annuity bears to the 
total income ? 

I would greatly appreciate readers’ 
opinions. 

Yours faithfully, 
Northwood, Middlesex. C. B. HARDCASTLE, 

February 10, 1950. 

[The annuitant must account to the 
trustees for the due proportion of the tax 
represented by the allowances, including 
reduced rate. Logic alone dictates that. 
See, however, Public Trustee v. Day (Ch. D., 
1922) of which a report was published in 
2, Income Tax Digest and Review 309, for 
the authority.—Eprror, AccounTancy.] 
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Suspense Accounts in France 

Sm,—Appended is the text of a letter 
I have received from Barclays Bank 
(France) Limited. The contents may be of 
interest to other readers. 

Yours faithfully, 
F. L. Derssorres, 

London, E.C.4. 

February 10, 1950. 

Dear Sir,—We beg to draw your attention to 
new regulations concerning the suspense 
accounts (comptes d’attente) in this country. 


That kind of account can no longer be 
utilised to pay living expenses during a stay in 
France, but the balance as at December 20, 
1949, may be transferred to a new kind of 
account called capital account (compte capital) 
and the compte capital may be utilised as living 
expenses up to a limit of Frs. 10.000—per day 
and per person for the beneficiary, his or her 
spouse, parents and children, and with a 
maximum of Frs, 500.000—per month for each 
family. 

The above possibility is not open to persons 
of French nationality for whom a special 


Recent Tax Cases 


By W. B. COWCHER, o.B.£., B.tiTr., Barrister-at-Law 


Income tax—Charitable exemption—Trust for 
religious purposes—Promotion and aiding of the 
work of the Roman Catholic Church in the 
district where trust property situate—Property 
not to be used for purposes inimical to welfare 
or principles of Roman Catholic Church— 
Capital or income to be applied for purposes in 
connection with the promotion and aiding of the 
work of the Roman Catholic Church—Whether 
trust entitled to relief as a charity. 


Income tax—Charity—Advancement of the 
Christian religion in accordance with the prin- 
ciples of the Oxford Group Movement—Incor- 
porated association—Scope of memorandum— 
Among objects “‘ support of charitable or 
benevolent organisations” —Power to do all 
things conducive to the attainment of objects— 
Whether trust entitled to relief as a charity. 


Ellis v. CLR. (C.A., July 27, 1949, 
T.R. 273) was the subject of a brief note 
in our issue of June, 1949, whilst The 
Oxford Group v. C.ILR. (C.A., July 28, 
1949, T.R. 281) was noted in our April, 
1949, issue. In both cases the lower Court 
had held that there was no right to the 
relief from income tax given to charities 
by Section 37 of Income Tax Act, 1918, 
and a unanimous Court of Appeal affirmed 
these decisions although leave was given 
to take the cases to the House of Lords. 

Whilst it is scarcely possible to find con- 
sistency in the vast number of charity cases 
which have come before the Courts, since the 
case of Keren Kayemeth Le Fisroel, Lid. v. C.I.R. 
(1931-2, 17 T.C. 27), where all the Courts 
were agreed that the association was not 
entitled to relief, the terms of the trust deed 
in the case of unincorporated trusts and 
the memorandum of association in the case 
of incorporated bodies have been recognised 
by the Courts as of crucial importance in 
determining whether the objects are “ for 
charitable purposes only.” Up till then, 
provided that the main object was charit- 
able, the fact that amongst the subsidiary 
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or ancillary objects were to be found some 
which were either non-charitable or doubt- 
ful but were relatively unimportant was 
not regarded as sufficient to preclude relief 
being granted. In the Keren Kayemeth 
case it was, however, held, to quote 
Lawrence, L.J., that the Court 


“is not concerned with the motives or ultimate 
aims of the founders ... as to the true 
character of the objects of the company, but 
is solely concerned with the meaning and 
effect of the language employed in the 
memorandum.” 


Normally, the use of a common form of 
language in a trust deed or memorandum 
of association has obvious advantages, but, 
as shown in the two cases under review, 
should a legal flaw be discovered in such a 
form the results will be both serious and 
widespread. Thus, in the Ellis case it 
was stated that all the lands in the diocese 
were held under similar trust deeds. 
Similarly, in the Oxford Group case the 
memorandum of association embraced a 
number of stock phrases previously re- 
garded as innocuous, amongst them 
‘“‘ charitable or benevolent.” Seeing that 
** benevolence ” is not necessarily “ charit- 
able” in the legal sense this phrase was 
probably sufficient to defeat the claim. 
Both the cases illustrate the fact that words 
and phrases of wide or indefinite meaning 
like “‘ in connection with,” “* conducive to ” 
or “ convenient,” whilst they may possibly 
be of value in the memorandum of a com- 
mercial company, are out of place and 
highly dangerous where limitation, and not 
freedom, of action is required. 

In view of the large number of cases 
affected if the decisions in question are not 
reversed, the Chancellor of the Exchequer 
promised in the House that where claims to 
relief have hitherto been admitted and the 
defects in a memorandum are rectified by 
April 5, 1950, the Revenue will not take 
advantage of the position. By Section 5 of 


authorisation is to be obtained by u: from the 


Exchange Control Board before < 
compte capital. 


As the delay granted for such transfers jg 


short, will you please instruct us as soon ag 
possible, if you so desire, to transfer ihe balance 
as at December 20, 1949, of your compte 
d'attente to a compte capital, specifying 2: the same 
time whether you are of French nationality 
or not. 


Yours faithfully, 
Barciays BANK (FRANCE) Liurrep, 


the Companies Act, 1948, a memorandum 


can now be altered by _ special 
resolution, and it is probable that in most 
cases this will have been done. In cases not 
of negligence but of lack of knowledge of 
this concession it would seem to be scarcely 
reasonable for the time limit to be rigidly 
insisted on. 


Sur-tax—Undistributea income of company— 
Apportionment— Wife as shareholder—Assess. 
ment on husband although not a shareholder in 
respect of wife’s interest—Whether assessment 
competent—Income Tax Act, 1918, General 
Rule 16—Finance Act, 1922, Section 21, 
Schedule I, para. 8; Finance Act, 1927, 
Section 42 (7)—Finance Act, 1936, Section 
19 (5)—Finance Act, 1998, Section 38 (1)— 
Finance Act, 1939, Section 15 (6) (6). 

Latilla v. C.ILR. (C.A., July 27, 1949, 
T.R. 265) was noted in our issue of July, 
1947. The case arose out of the affairs of a 
peculiarly constituted company called 
F.P.H. Finance Trust, Ltd., which carried 
on the business of financing and dealing in 
shares of gold-mining companies; and, 
on December 31, 1936, to use the words of 
Atkinson, J. : 


“there was a sum of £858,817 standing to 
the credit of the profit and loss account which 
could have been properly, if not wisely, 
distributed in dividends as on that date.” 


(Incidentally, from F.P.H. Finance Trust, 
Lid. (In Liquidation) (1942-4, 26 T.C. 131) 
it would seem that in the following fifteen 
months losses of about £400,000 were sus- 
tained by the company.) The Special 
Commissioners had apportioned _ the 
£858,817 to the shareholders under Section 
21 (1) of Finance Act, 1922, and £285,996 
had been apportioned to appellant’s wife, 
very similar apportionments being made to 
two other married women. Appeals had 
been made against assessments made upon 
the husbands ; but they had been upheld 
by the Special Commissioners and by 
Atkinson, J. A unanimous Court reversed 
the latter’s judgment. 

The simple point at issue was whether 
where under the provisions of Section 21, as 
amended, the income of a company was 
apportioned to the members, the word 
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aenber ” WS, in the words of Somervell, 
J: 


“smetimes to be read literally and at other 
mes as meaning ‘ husband of the member, 
ste member is a married woman living with 
ber husbancl.’ = 


wher, L.J., had held that, although the 
pene of Section 21 was to make the tax 
yvable by the company, by Section 19 (5) 
Finance Act, 1936, the Crown was 
sbled to recover from the member ; and 
beheld the tax to be recoverable from her 
tether or not she was a married woman. 
kmervell, L.J., reviewing the relevant 
Lslation, held that it was a case where the 
wition of the married woman had been 
welooked. Jenkins, L.J., did not give a 
sarate judgment. Leave was given to 
bppcal to the Lords. 


ome tax—Settlement on  grandchildren— 
(ital sum paid to trustees—Trustee a company 
mirlled by settlor—Purchase by trustee of 
iswd share capital of second company—Com- 
by connected with settlement—Payment by 
iwmd company of sums due by settlor—Said 
ms debited to current account—Whether sums 
w paid to be treated as capital sums paid to 
witlor and so his income for sur-tax—Finance 
Ac, 1998, Section 4o. 


CLR. v. Potts’? Executers (C.A., July 26, 
149, T.R. 257) was noted in our issue of 
December, 1948. The deceased, Mr. G. W. 
Potts, had executed a settlement in favour 
df his infant grandchildren in the sum of 
{i50,000. The trustee was a company 
alld Carron Trust, Ltd., wholly owned 
by the settlor. The settlement fund was 
applied to the purchase of the issued capital 
af G. W. Potts, Ltd., of which Mr. Potts 
was sole governing director at all relevant 
dates, By Section 40 of Finance Act, 1938, 
provisions were made for treating as 
income of a settlor sums paid to him other- 
wse than as income, and, by sub-Section 
4), any capital sum paid to the settlor 
by any body corporate connected with the 
settlement was to be treated as having been 
paid by the trustees of the settlement. By a 
sub-clause in the memorandum of G. W. 
Potts, Ltd. it was given power to make 
advances to directors; and the deceased 
ttlor had an account with the company 
0 which were credited payments made to 
tim as director and to which were debited 
tumerous payments made upon his behalf 
and on his request by the company. In the 
year ended December 30, 1939, amongst 
the latter payments were income tax and 
Su-tax amounting to over £13,800 and, 
at the end of the year, the account was in 
debit £8,850. In the year to December 28, 
140, the tax payments amounted to 
£28,800, and the debit balance rose to 
432,570 by December 23, 1940, when this 


amount was paid to the company by the 
deceased. At all times he had ample liquid 
funds to discharge what he owed to the 
company. 

No payments had been made to the 
deceased either by the trustee company or 
by G. W. Potts, Ltd., but the Special Com- 
missioners had held that the payments 
made by the company upon his behalf had 
been made by virtue of the power to make 
loans to directors and that the sums so paid 
were capital sums paid indirectly to the 
settlor and caught by the above-mentioned 
sub-Section. Singleton, J., as he then was, 
had reversed their decision, holding that 
the payments in question made upon the 
settlor’s behalf to third parties were not 
made fo him. A unanimous Court of Appeal 
reversed this decision, Lord Greene, M.R., 
giving the only judgment. As the result of a 
careful analysis of the Section as a whole 
and of the rest of Part IV of the Act in- 
cluding paragraph (3) of the Third 
Schedule, he held that the words “ directly 
or indirectly ” were to be read into sub- 
Section 40 (3). The settlor had used the 
company as his banker and bank over- 
drafts were always regarded as money lent 
by the banker to the customer (Cozens- 
Hardy, M.R., in Cuthbert v. Robarts, Lubbock 
@ Co. (1909, 2 Ch. 233)). The payments 
made by the company on behalf of the 
settlor “ought fairly to be regarded as 
money paid directly or indirectly by way 
of loan to Mr. Potts within the meaning of 
the sub-Section.” Leave was given to 
appeal to the Lords ; and it remains to be 
seen whether they will approve the syn- 
thesis by which the Court rectified the 
omission of “ directly or indirectly ” from 
sub-Section 40 (3) and reached its decision. 
Otherwise, amending legislation may be 
needed. 


Excess profits tax—Eire company controlled in 
Eire—Trading in U.K. at two branches— 
Whether in computing profits of U.K. business 
entitled to deduct proportion of Eire income tax, 
corporation profits tax and excess profits tax— 
Income Tax Act, 1918, Cases I and II of 
Schedule D, Rule 3 (a)—Finance (No. 2) Act, 
1939, Section 12 (2). 


In C.I.R. v. Dowdall O’ Mahoney & Co., 
Lid. (K.B.D., October 25, 1949, T.R. 331), 
the respondent was an Eire company con- 
trolled in Eire carrying on the business of 
margarine manufacturers and butter mer- 
chants. It had two branches in the U.K., 
at Manchester and Cardiff respectively, and 
claimed to deduct in arriving at its profits 
for English taxation a proportion of the 
income tax, corporation profits tax and 
excess profits tax levied in Eire upon the 
whole of its profits. The Special Com- 
missioners had allowed the claim but 
Croom-Johnson, J., sent the case back for 


further findings, in particular as to the basis 
upon which the Eire taxation was com- 
puted and for further information as to the 
basis of their findings. It is, of course, clear 
that, whilst apart from any question of 
double taxation the tax levied on the 
profits of the U.K. branches by the U.K. 
authorities may well be a deduction in 
arriving at the total profits of the company 
for Eire taxation purposes, it does not 
follow as an axiomatic consequence that a 
proportion of the Eire taxation corre- 
sponding to the U.K. profits is rightly to be 
regarded for U.K. taxation purposes as 
money “ wholly and exclusively laid out or 
expended for the purposes of the trade” 
carried on in the U.K. This would seem to 
be the issue in the case and to be quite 
clearly so. 


E.P.T.—Capital employed in business—Capital 
assets destroyed by enemy action—Claims to 
payment for war damage— Whether “‘ debts ”— 
Whether capital employed in business—Finance 
(No. 2) Act, 1939, Section 13 (3); Schedule 
VII, Part II, paragraph 1 (1), (2)—War 
Damage Act, 1941, Sections 61 and 68. 


In Birmingham Small Arms Company, Lid. 
v. CLR. (K.B.D., November 2, 1949, 
T.R. 361), the issue arose out of the 
destruction upon November 22, 1940, by 
enemy action of machinery and tools to the 
value, subsequently agreed, of £647,012. 
At the date of the incident the War Damage 
Act, 1941, had not received the Royal 
assent and the loss was uncovered. Section 
68 of the Act, however, gave the Board of 
Trade power to make retrospective pay- 
ments which were ex gratia and could not 
otherwise have been made; and, in the 
present case, payments were not actually 
made until after October 13, 1947, when 
the case came before the Special Com- 
missioners. The appeal of the company was 
in respect of the chargeable accounting 
period feginning August 1, 1940, and 
ending July 31, 1941 ; and it claimed that 
the above-mentioned sum was either a 
“* debt ” due to the company in the carrying 
on of its trade or business within para. 1 
(1) (6) of Part II of Schedule VII of the 
Finance (No. 2)- Act, 1939, or was an 
* asset ” within para. (1) (c). The Special 
Commissioners held that it was neither ; 
and Croom-Johnson, J., affirmed their 
decision. 

He held that it was impossible to say 
that a claim to recover on a notional 
indemnity, not a legal indemnity, under 
Section 68 could be described as a debt due 
to the business. In the case of C.1.R. v. 
Terence Byron, Lid., where a theatre was 
destroyed but the site was still used, the 
House of Lords had held that partial des- 
truction did not create a new asset and that 
it still fell to be valued on the old basis, 
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but unlike the position in the case before 
him, there was in that case still an asset 
independent of the war damage claim. 
He referred in his judgment to the observa- 
tions of Lord Greene, M.R., in Northern 
Aluminium Co., Lid. v. C.ILR. (1947, 1 All 
E.R. 608, 26 A.T.C. 123) as binding him 
upon both points. 

In view of the magnitude of the issue 
and the technical nature of the difference 
from the Byron case, it will probably be 
carried further. In neither case was the 
“‘ capital” alleged to be employed pro- 
ductive of any income during the relevant 


periods. 


Estate duty—Life interest under settlement— 
Formation of private unlimited company— 
Transfer to company of life interest in con- 
sideration of annuity—Liquidation of first com- 
pany and formation of new limited company— 
Transfer of life interest from old company to 
new company—Surrender of life interest by new 
company to remainderman, the life tenant’s son, 
for sundry considerations—Whether property 
passed on death of life tenant—Finance Act, 
1894, Sections 1, 2—Finance Act, 1900, 
Section 11—Finance (1909-10) Act, 1910, 
Section 59 (1)—Finance Act, 1930, Section 35— 
Finance Act, 1940, Sections 43, 56 (2). 


Attorney-General v. St. Aubyn (Court of 
Appeal, December 14, 1949, T.R. 441) was 
briefly noted in our issue of August last. 
In K.B.D., Croom-Johnson, J., had decided 
in favour of the Crown upon grounds which 
were now disapproved. On the other hand, 
a unanimous Court held that Section 43 (1), 
in conjunction with Section 56 (2) of the 
same Act, was sufficient to establish the 
Crown’s claim to duty under Section 1 of 
the Finance Act, 1894. Leave to appeal 
to the House of Lords was granted. 

The case involved arguments of great 
technicality which do not lend themselves 
to adequate short notice. 


E.P.T.—Purchase of land upon part of which 
there were cherry trees with fruit still in the 
growing stage but almost ripe—Purchase price 
one undivided sum inclusive of the growing crop— 
Whether proportion of purchase price attributable 
to the crop deductible in arriving at trading 
profits of purchaser. 


C.ILR v. Pilcher (C.A., November 24, 
1949, T.R. 405), was noted in our issue of 
April, 1949 (page 100). As the case is one 
of peculiar interest from the standpoint of 
the shifting and ultimate incidence of 
taxation, a brief recapitulation of the 
essential facts is desirable. Respondent, a 
fruit-grower and fruit salesman, on May 1, 
1942, bought by auction 41 acres of land 
for £5,500 at Tonge, Kent. Comprised 
in the transaction were 17 acres of cherry 


orchards, 4 acres of apples, 7 acres of arable, 
and 13 acres of other land. On the cherry 
trees was a fine crop, and the sale was 
** inclusive of this year’s crop.”” Respondent 
estimated the value of the cherries on the 
trees at £2,500 and they were ultimately 
sold for £2,903. He commenced to pick 
on May 25 and completed the picking in 
about six weeks. He claimed to set off in 
his accounts against the crop realisation 
figures not only £194 incoming tenant’s 
valuation of unexhausted manurial values, 
etc., about Which there was no dispute, 
but also so much of the total purchase price 
as represented the value to him of the crop 
of cherries on the trees. Otherwise, for 
Excess Profits Tax, the transaction would 
show a profit on the cherries of £2,903 
less £194. 

Legally, the question resolved itself into 
whether cherries were fructus industriales— 
the fruits of labour—or fructus naturales— 
fruits which trees produce by reason of 
their own nature. If the former, the cherries 
and the land were severable ; if the latter, 
they were part of the land and non- 
severable. The Special Commissioners had 
held that they were in the former category 
and the facts of modern fruit-growing 
would, considered by themselves, justify 
this. Croom-Johnson, J., had reversed their 
decision and a unanimous Court of Appeal 
in an interesting series of judgments upheld 
his decision that there was no legal authority 
whatever for the contention that cherries 
were fructus industriales. All three of the 
Lords Justices indicated, moreover, that in 
their opinion the hardship to the respondent 
was more apparent than real. 

In his previous note, the writer suggested 
that the transaction was intrinsically no 
different from the purchase of a share cum- 
dividend shortly before a dividend date. 
Looking at the actual figures in the case, if 
respondent’s view of the transaction were 
sound he bought for £3,000 net 41 acres 
of land. Upon only seventeen of these 
there was a crop admittedly worth £2,500, 
whilst the four acres of apples and the 
remaining land would presumably add 
substantially to this figure. The apparent 
folly of such a transaction from the vendor’s 
standpoint takes on a different aspect if he 
realised that he was not only transferring 
land cum-cherries but also amortising a very 
heavy prospective tax burden. He was, in 
fact, not only eliminating from his trading 
accounts the whole value of the cherries 
which would have had to be credited if sold 
without the land but also the value of the 
prospective apple crop and other fruits. 
In addition, he would be entitled to deduct 
in the said accounts the whole cost of 
cultivating the fruit land up to the date of 
sale. Conversely, the purchaser, except as 
to customary debts, would not be entitled 
to deduct the cultivation expenses of any 


part of the land prior to the <iate of pur 
chase. The net result of the decision jg that 
the whole of the profit arising from the Sale 
of the cherries will be subjected to tax 
whereas, had it been otherwis- 

have been avoided. 


would have been had the transaction no 
taken place. The respondent, it is true, only 
paid £5,500 ; but he undertook—and it j 
incredible that he did not know what he 
was doing—to bear a heavy tax burden, 
But for this, the purchase price woulj 
surely have been very different. 


Income tax—Management — expenses—Inuy, 
ment-holding company—Expenses of changing 
investments—Brokerage, stamp duties, ete— 
Whether “* expenses of management (including 
commissions) ” in Section 33 of Income Tax Ae, 
1918, include these items. 


Capital and National Trust, Ltd. v. Goldq 
(C.A., November 16, 1949, T.R. 495), 
was noted in our issue of September last 
(page 250). Some dozen or so years ago, the 
Inland Revenue, no doubt considering 
that “including commissions” might be 
held to include stockbrokers’ commissions, 
agreed that the expenses mentioned in the 
heading to this note should be regarded a 
** expenses of management ” within Section 
33 of the Income Tax Act, 1918. By » 
doing, they created a serious breach ina 
principle of very wide application which was 
set out in two findings by the Special 
Commissioners : 


brokerage and stamp duty when purchasing 
investments constitute an integral part of the 
purchase price, thus increasing the price to 
be paid. In the same manner the sum 
deducted for brokerage and stamp duty, i 
effecting a sale, constitute an integral pan 
of the selling price, thus diminishing tk 
amount received by the appellant company. 


Tucker, L.J., who gave the only judy 
ment, criticised the reasoning of thee 
findings whereby brokerage, etc., was held 
to constitute an integral part of the pu- 


chase price. In the writer’s opinion, 
would have been more correct to describe 
them as part of the total cost. As suc, 
expenses of similar character, included int 
multitude of transactions in real a 
personal property, normally appear ™ 
capital accounts. 

The Revenue had reversed its attitude 
these expenses; the Special Comms 
sioners had rejected the claim to allowance; 
Croom-Johnson, J., had upheld the Special 
Commissioners; and now the Court 0 
Appeal, affirming the judge, refused leave™ 
appeal to the House of Lords. 
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METHOD OF APPROACH 


[us STUDENT IS STRONGLY ADVISED TO APPROACH THE STUDY OF 
income tax with the same open mind and hope of amusement as 
ie would have when picking up a work by a favourite novelist. 
tis true that there is no plot to follow, no love interest, or the 
yal trimmings of a story. Yet income tax is intensely interesting, 
there is no end to the diverse situations that may arise, and each 


—Inoes). Hi year sees NeW developments. Too often, the student starts with 
changing fam tne idea that income tax is a difficult subject, thus putting a 

tty abe aspect on it, and one that deters from learning. 
ncludig fm As one who has studied and practised the mysteries of the 
Tax Ac, fam income tax laws for over twenty-five years, the author would 

lke all newcomers to the subject to know that, applying a keen 
gase of humour to help him over obstacles, he has never found 
- Golde BE it a dull subject ; every day has seen his advance in the science, 
' 395), HM and he hopes that as the years go on he will find new ideas to 
er last help him to assist others to like income tax practice as much as 
8°, the he does. 
idering One common cause of the wrong approach is the human 
ght bel desire to go into detail before mastering principles. In this series 
1ss1005, HE of articles the plan is different. Nothing but principles will be 
in the MMM dealt with until the reader has had adequate opportunity of 
ded a karning the outlines. With that framework, he can then go into 
ection MMF asmuch detail as he likes ; without it he will flounder and perhaps 
By 0M obtain a dislike for something of which he has not really tasted 
hin aM the flavour, yet which touches him and the bulk of the rest of the 
ch ad inhabitants of this island at a very important point—the pocket. 
pec 
EXAMINATIONS 

shasing HH To students preparing for examinations let it be added that 
ye eaminers are interested mainly in testing the knowledge of 
ciel principles. A question which appears to go into detail is usually, 
a when analysed, merely a test of the candidate’s ability to apply 
al part tis principles to stated facts. Only rarely does a question deal 
ng the fm “th obscure points, and, with respect, it may be suggested that 
npany, fm such a question is useless as a test of whether the candidate should 
é pass the examination ; it merely finds out that a very few of those 
judg “sitting” have been lucky enough to read and remember some- 
be thing obscure. There is plenty of scope for testing the knowledge 
aa " principles, and an examiner who leaves that path fails in his 
on, it ” 
scribe THE INCOME TAX ACTS 

such, HB Income tax as we know it to-day really started when revived in 
d int HF 842, as a temporary tax, and it is still in theory a temporary 

an lax which has to be imposed each year to keep it alive. Each 


year, with few exceptions, since 1842, has seen alterations in the 
details of the tax, and in 1918 the existing law was consolidated 
m the Income Tax Act, 1918. Since then, each annual Finance 
Act (with one exception) has carried on the work of amendment ; 
several years, to meet exceptional circumstances, two Acts have 

n passed in a year. The Finance Act imposes the tax and 
brings into operation the law as set out in the 1918 Act (as 
amended by subsequent Finance Acts). Perhaps the best way to 
‘xpress it is that the Income Tax Act, 1918, and subsequent 


AN INTRODUCTION TO THE STUDY OF INCOME TAX 


Finance Acts (known collectively as “‘ The Income Tax Acts ”’) 
form the machinery which requires a press of the button (the 
Finance Act) in each year to keep it going and to regulate its 
rate. Occasionally the first push is not enough and a second has 
to take effect to increase the rate. It bas never yet been necessary 
to reduce the rate by a second Finance Act in a year ! 


INCOME TAX YEAR OF ASSESSMENT 


For income tax purposes, the year does not coincide with the 
Government’s financial year, or any other straight period—the 
income tax year ends on April 5. This can best be remembered 
by looking back to the change in the calendar. Readers will 
remember from history the cry, “‘ Give us back our eleven days!” 
Theretofore, the year ended on Lady Day, March 25, but the 
Government could not put up with even one “ year”’ eleven days 
short, hence the change to April 5. The technical term for the 
income tax year is the “‘ year of assessment,” that is, of measure- 
ment of the income, and it is for the year of assessment that 
income tax is payable. The rate is fixed by the Finance Act of 
that year, but where the income of an individual exceeds a stated 
amount, an additional portion called the sur-tax is levied at 
rates fixed by the Finance Act for the following year. 

In some ways, this splitting up into two portions is clumsy, as 
can only be expected from a gradual process of evolution, but it 
works smoothly, as will be seen later on. The sur-tax is collected 
in the year following that for which it is charged, and it is for that 
reason that the rates are fixed in arrear ; the Chancellor fixes the 
rate in the year in which he will get the tax. Throughout what 
follows, the words income tax are used in the popular sense, 
that is, as meaning the “ standard rate ” portion, to distinguish it 
readily from the sur-tax, although in law income tax comprises 
standard rate tax and sur-tax. 


A TAX ON INCOME 


Income tax is levied on income, not on capital. This is evident 
from the name of the tax, yet thousands of arguments have arisen 
and continue to arise as to the distinction between income 
receipts and capital receipts. The types of doubtful items will be 
exemplified later. At this point, it is sufficient to regard income as 
the fruit of the tree and capital as the tree itself. 


WHO IS LIABLE TO INCOME TAX ? 


It is better to approach this question impersonally. It is income 
that is liable to taxation, rather than persons. In general terms, all 
income arising in this country is liable to income tax; and 
income arising outside this country is also liable if it is the income 
of a person resident here. By “ this country” we mean the 
United Kingdom of Great Britain and Northern Ireland (here- 
after abbreviated to “‘ U.K.”). Residence is a technical question— 
which will be explained in detail later. At the moment it is 
sufficient to say that to be resident in this country a person need 
not necessarily have a permanent home here ; it is primarily a 
question of physical presence plus intention to remain in the 
U.K. With most of us it is evident that we are resident here. A 
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visitor does not become resident until he has spent some time here 
(normally six months in the year or over three months a year for 
over four years) unless he shows his intention of settling here. 
Ordinary residence implies a habit—as in the case of the visitor 
who stays here over three months in every year—and is thus a 
wider term than “ residence,” so that a person can be resident 
without being ordinarily resident, but obviously cannot be 
ordinarily resident without being resident. 

As will be seen in due course, there are certain exemptions, but 
we must concentrate on normal cases first, and concentrate on 
income. The owner of the income (except as affected by residence) 
is only of importance in deciding whether he is entitled to any 
allowances or liable to sur-tax ; the assessment of the income 
will be the same no matter who is the owner (again with the 
caveat as to residence). 


BASES OF ASSESSMENT 


Remembering that we must concentrate on income and not 
on the person who enjoys it, it will be appreciated that some 
importance attaches to the source of the income, i.e., the tree 
from which it springs. A business man, required to prepare a 
schedule of income, would naturally group like with like, and the 
Income Tax Acts require us to do the same. There are five 
Schedules, lettered A to E, dealing with the different sources, and 
Schedule D is sub-divided into six Cases. 

The novice might at this stage legitimately ask, ‘‘ Why all this 
sub-division when I have to pay tax on my income?” The 
answer is that the measurement of income is not always simple. 
Interest on £1,000 at 4 per cent. is £40, neither more nor less. 
But what is the income from a business? The profits shown by 
the annual accounts. Yes, but these accounts may not be alto- 
gether acceptable in their present form. After all, the Crown is a 
very large sharer in the profits, and there must not be charged 
against the profits improper items. Time is needed to agree the 
profits—by which time the year of assessment in which the 
accounting period ends has probably ended, and tax has not yet 
been collected. Yet the Chancellor must have his tax in the year, 
and so a conventional basis of assessment has been adopted of 
measuring this year’s profits for income tax purposes by what 
was actually made last year, i.e., by reference to something known. 
These profits are assessed and become the “ statutory profits ” 
since they are measured by the rules contained in the statutes. 
A committee now sitting is considering the basis of assessment 
of businesses ; witnesses disagree as to the necessity for change. 
Again, if I own a house but let my son live in it at a token rent, 
is it fair that income tax should be paid only on that rent ? Surely 
not; the son is enjoying the balance of the annual value of the 
house and should bear tax on that benefit. Therefore a 
** statutory ” income must be computed from the house. 

In the case of salaries, while these are more readily ascertained, 
it is not until the end of the year that the amount is known for 
certain. Here, however, the statutory income is measured by 
that of the actual year of assessment, tax being deducted from 
each payment of salary so as to keep the tax in step with the pay. 

At the risk of over-emphasis, the author wants every reader to 
appreciate at once the importance of the “ statutory ” income 
from every source. Taxpayers often complain that they are being 
taxed on more than they have earned in the year (though rarely 
when the boot is on the other foot !), when the fact is that the 
assessment is based on their profits of the year before, owing to the 
Rules of Schedule D. Whatever the basis of assessment, once the 
proper amount has been assessed, that amount is for all income 
tax purposes the income of that year of assessment, and is taxed 
accordingly, whether it is more or less than the actual income of 
that same year. 

In cricket, a hit to the boundary is reckoned as four (over the 
boundary six) runs, although only one run has in fact been the 
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physical result. So in income tax the income is measured Cone 


ventionally in most cases. 


Each source of income has its own place in the scheme af 
things, and different rules apply, 


THE FIVE SCHEDULES 


summary of the Schedules : 


Schedule 
A. 


Source of income comprised 
therein 

The property in land and 

buildings in the U.K. (i.e., 

ownership or beneficial 

ownership). 


The occupation of land 
otherwise than for hus- 
bandry. 


The public funds of the 
U.K. or of other Public 
Revenues where the pay- 
ment is made through an 
agent in the U.K. 


Trades and Businesses. 
Professions and Vocations. 


as will be seen from the following 


Normal basis of 
assessment 

The Gross Annual Value 
(G.A.V.), that is, the rack * 
rent on the basis of landlord 
doing repairs and tenant 
paying rates, less an allow. 
ance to cover repairs, etc, 
giving the Net Annual 
Value (N.A.V.) on which 
tax is charged. 


One-third of the G.AV, 


The actual interest, etc,, is 
assessed on the agent, who 
then deducts the tax when 
paying out to the owners of 
the securities. 


The profits of the accounting 
year ended in the preceding 


year of assessment. 
Government Stocks the The interest received in the 
interest on which is not preceding year of assess 
taxed before receipt but ment. 
arises in the U.K., and 
Bank Interest. (These are 
the main sources ; others 
will be dealt with later.) 
IV Foreign, Dominion and ) 
Colonial Securities. (A 
security is a possession 
which gives the grantee or 
holder a right to resort to 
some property or fund for 
satisfaction, ¢.g., a mort- 
gage.) 


The income arising in the 
preceding year of asses: 
ment, whether brought to 
the U.K. or left abroad, 
except in the case of trades, 
professions, employments 
and pensions (i.c., earned 
income), when the assess 
ment is on the amount re 


V Foreign, Dominion and | mitted to this country in the 
Colonial Possessions other | preceding year. 
than securities. q 
VI Any annual profits or gains The actual profits, but the 
not chargeable under any assessment may be based on 
other Case or Schedule. the preceding year or some 
similar conventional basis 
if recurring. 


A final message to the student for this month : no words can be 
more valuable than the following. Learn thoroughly the source 
of income assessable under each Schedule and Case, with the 
Rules of assessment. Read no more until you have done so, for 
they are the “A B C” of the subject. Anyone knowing thes 
Rules thoroughly will have little difficulty with the abnormal cases, 
as they are all reasonably logical applications of the normal. 


* Rack rent is the maximum rent the property could be expected to 
produce in an open market letting (think of the instrument of torture 
to stretch to the maximum !). Where rent restriction laws apply, the reat 
is, of course, fixed thereby. If property is let at a commercial rent, that 
will be the rack rent. 
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Publications 


‘heme of 
ollowing acTICAL BOOK-KEEPING AND ACCOUNT- 
wy. By L. J. Northcott, F.c.a., and 
¢.§. Forsyth, F.c.A. (Odhams Press Limited, 
of lndon, Price 12s. 6d. net.) 
The first thing that strikes the reviewer 
«that this book is attractively produced and 
d hen «tremely well written. The exposition is 
landlorg Ma" and concise, and technical terms as 
| tenant Ma they are introduced are carefully defined. 
n allow. The first seven chapters give close con- 
irs, ete, MMM sideration to the principles of double entry 
Annual #§ book-keeping, commencing with a study 
1 which HM of the detailed records, and leading up to 
ihe principles underlying the construction 
LAY, {final accounts. It is noted that the 


ythors, when they deal with the principles 
of balance sheet drafting, use the term 
“floating assets” instead of the more 


higee modern “ current assets.” : 
= whe The next three chapters are concerned 
ners of with partnership law (an admirable out- 


line) and partnership accounts : the latter 
ae considered under the headings 
“General”? and ‘“‘ Dissolution.” In re- 
fering to the decision in Garner v. Murray 
(1903), the authors omit to mention that 


ate the decision applies only in the absence of 
contrary agreement by the partners. 

Chapter XI deals with the principles of 
company law, and the two succeeding 
chapters with company accounts, general 
and annual, The accounting requirements 

in the BE of the Companies Act, 1948, are exten- 
os sively and carefully reviewed. Reference 
broad, jj might, however, have been made to the 
trades, (| statutory provisions on the application of 
ments § share premiums, and more attention might 
rammed # have been given to the consideration of 
assess- Mj group accounts, which are dismissed some- 
nt r- what cursorily. A few simple illustrations 
in the exemplifying the principles involved in the 
compilation of consolidated accounts would 
it the “ave added usefully to an otherwise ex- 
edon | cllent exposition of company law and 
some [ Practice. In addition, the more elementary 
basis, (J accountancy aspects of company amalgama- 
tions and absorptions might have been 
discussed and illustrated. 
ake The remainder of the book deals with 
surce | rain specialised aspects of book-keeping, 
the i ‘Uch as bills of exchange, total accounts and 
, for balancing ledgers, consignments and 
these | Jot ventures, departmental and branch 
ases, fy *COunts, goods on sale or return, hire 
al. purchase, incomplete records, receipts and 
payments accounts, cost accounts, account- 
—— @ Mg machines, insolvency and liquidation. 
edto Some of the subjects merit more extended 
rture @ treatment. 
a The chapter on accounting machines 


does not purport to consider in detail the 


various types of machines developed for 
particular purposes but rather to deal with 
underlying principles and the adaptations 
to the book-keeping system which mech- 
anisation entails. It is a particularly good 
introduction to the subject. The discussion 
of cost accounts, whilst necessarily short 
in a book of this type, provides a practical 
introduction to the subject, though some 
of the terminology may not meet with the 
approval of cost accountants. 

The text is illustrated by practical 
examples, the principal of which are 
annotated so as to leave the reader in no 
doubt regarding the principles involved 
and the methods employed. 

Each chapter is supplemented by a repre- 
sentative selection of questions and ex- 
ercises, most of which, like many of the 
examples, are taken from examination 
papers set by the principal examining 
bodies (including the Society of Incor- 
porated Accountants). 

Practical Book-keeping and Accountancy can 
be recommended to the accountancy 
student as affording a thoroughly sound and 
practical approach to the subject; by 
studying this book he should also acquire a 
useful fund of general commercial know- 
ledge. It is no criticism of the authors if it 
be added that candidates who are preparing 
for the Society’s Intermediate examination 
would nevertheless be well advised to carry 
their studies beyond the scope of the book. 

J.D. R. J. 


BALANCE SHEETS AND THE LENDING BANKER. 
By J. H. Clemens, A.c.1s., A.B. (Europa 
Publications, Ltd., London. Price 12s. 6d. net.) 

The author describes this work as “A 
new assessment of accounts and accounting 
ratios in relation to bank advances.” As 
such it makes a special appeal to managers 
of bank branches and their head office 
colleagues whose business it is to supervise 
lending. Thus the book comes under 
scrutiny from two angles, namely, that of 
the working banker, and equally for its 
competence in the particular sphere of 
accounts analysis. 

In this latter respect Mr. Clemens may 
well claim to have presented his thesis in a 
new and useful manner. It is a striking 


commentary on the formal balance sheet 
that it can, of itself, be at times so un- 
revealing. The author explains why this 
is so, and his remedy is to build up from 
researches into other accounts a picture 
which is as dynamic as a balance sheet is 


static. The method by which he achieves 
this is explained with care. Probably this 
will be regarded by many bankers as the 
most useful part of the book. The illustra- 
tions chosen are well devised and logically 
arranged, leaving no doubt in the reader’s 
mind about the validity of the arguments 
adduced. 

The practice of marshalling liabilities and 
assets in a form which permits of quick 
inspection and comparison is, of course, 
ordinary office routine in any concern 
which is participating in the success or 
failure of an_ enterprise. Where Mr. 
Clemens is particularly helpful is in showing 
how the varying ratios which can be 
extracted as a series serve as a set of indi- 
cators to the trend of the business. From 
the knowledge thus gained the banker can 
estimate the firm’s chances of making 
profitable use of a bank advance. The 
relevant chapters (IX, X and XI) are by 
far the most useful in the whole book. In 
them the author demonstrates that the 
relationship between what trade is being 
done and the extent to which additional 
finance is required is not sufficient of 
itself ; there is the all-important question of 
profitability, without which the bank 
cannot expect to be repaid. The value 
of an analysis with this in mind lies in the 
fact that the trader himself will wish to use 
the same approach. 

For this reason it is to be hoped that a 
work of such broad interest will find a place 
in the offices of those commercial and con- 
sulting accountants who are asked to 
prepare figures for the bank. Too often the 
business executive, pressed for liquid cash, 
is prone to think that all the bank needs is 
security which it can realise in case of 
default. Such loans can be arranged ; but 
banks live on successes ; they thrive on the 
self-liquidating advance ; and their interest 
charges are paid out of profits rather than 
from losses. ‘‘ No prudent banker would 
become involved in an advance to a 
company if his only assurance of ultimate 
repayment were winding-up and !iquida- 
tion.” 

The restricted field which the author has 
chosen emphasises that he is not providing 
the banker with a complete text-book on 
lending. The reviewer must add a warning 
that while the general principles expressed 
in this work are indeed valid for manu- 
facturing and trading companies, there still 
remains a vast region in which banks must 
operate but in which the sign-posts available 
to the banks do not conform to the author’s 
model. Agriculture, mining, quarrying, 
fishing—indeed, all the extractive indus- 
tries—have problems distinct from those 
with which Mr. Clemens deals. If we had a 
criticism to offer it would be that his illus- 
trations are confined to the accounts of 
certain types of trade and industry. But, 
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if we accept (as we must) his disclaimers ; 
if we agree that he did not, for example, 
promise to show how a banker should judge 
an application for an unsecured advance to 
a farmer; that is no reason for ignoring 
the fact that farmers do present balance 
sheets, and banks do lend to farmers on the 
basis of knowledge of the borrower’s affairs 
gleaned, nowadays, as much from his 
balance sheet and accounts as from other 
sources. 

The style of the book is commendable ; 
it is lucid, concise and informative. It is a 
valuable addition to the libraries both of 
accountancy and of banking. H. C. F. H. 


GENERAL PRINCIPLES OF ENGLISH LAW. By 
O. K. Metcalfe, M.A., Lu.M. (Donnington 
Press, St. Albans ; Gregg Publishing Co., Lid., 
London. Price 10s. 6d. net.) 


From November, 1951, the Society of 
Incorporated Accountants will include in 
its Intermediate examination a paper on 
the Elements of English Law. The syllabus 
will cover the principles of common law, 
statute law and equity, the elements of 
company law and general commercial law, 
with special reference to the law of contract, 
sale of goods and bills of exchange ; ques- 
tions may also be set on related subjects. 
The choice of suitable text-books to cover 
this wide range is not easy and Mr, 
Metcalfe’s book is a welcome addition to 
those now available. It is not designed to 
meet the particular needs of accountants and 
students will certainly require to consult, in 
addition, more specialised books on company 
law, sale of goods and bills of exchange. But 
within 230 pages the author has compressed 
a great deal of information in a readable 
form. The book is accurate and the tech- 
nical terms are well explained. It is a pity, 
however, that in his discussion of the 
involuntary transfer of chattels the author 
introduces accessio and confusio, terms of 


Roman law which have little or no applica-. 


tion in English law. It is to be hoped that 
the publishers will take steps to keep the 
book up to date, as in the short time since 
publication some corrections have already 
become necessary ; for example, the law of 
adoption has now been amended by the 
Adoption of Children Act, 1949. 

The book also has a wider aim—to 
provide training in English law as an 
essential element in a liberal education. It 
is doubtful how far this object is achieved 
or indeed could be achieved in a text-book 
of this size. The historical introduction is 
good but some comparison of English law 
with other systems was surely essential, and 
constitutional questions are hardly con- 
sidered : insufficient notice, for instance, 
is taken of the Statutory Tribunals which 
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now exercise wide jurisdiction and are 
subject to little control by the ordinary 
courts. 

It is suggested that where cases are 
quoted, especially those in modern times, 
references should be given for the reports in 
which they are to be found. Even the 
student who seeks no more than a modest 
acquaintanceship with English law is better 
able to understand it if he has read a few 
cases in full. A. P. F. 


STUDY METHODS FOR ARTICLED CLERKS. By 
Ancrum F, Evans, a.c.a. (Published by the 
Author, 7, Mansfield Street, London, W.1. 
Price 2s. 9d.) 

This booklet is an interesting talk to 
students by one who has passed this way 
and remembers the obstacles he met. It 
describes simply and feelingly the diffi- 
culties of the road and the methods he 
found helpful. 

The overwhelming majority of students 
now prepare by means of correspondence 
courses ; we believe there are such courses 
which do not provide a dated programme 
of work and there may be some which do 
not chase their students as much as the 
temperaments of certain articled clerks 
require. This work is really addressed to 
such students and to those who are pre- 
paring for professional examinations by 
attending lecture classes (or it may be that 
there are even students who are courageous 
enough to embark on a study course quite 
without guidance from tutors). For all 
such, this booklet, with its stress upon 
working to a programme and spacing out 
subjects and studies, will be of great 
assistance. 

The plan is, in short, the application of 
common sense to the work in hand. Each 
student will start with a programme, either 
prepared by himself or provided by the 
coaches, and he will adapt it to his own 
temperament and home conditions. Mr. 
Evans explains the method with refreshing 
simplicity. W. J. B. 


A GUIDE TO THE LAW OF TRUSTEE SAVINGS 
BANKS. By C. L. Lawton, m.sc. (ECON.). 
(Savings Bank Institute, 184 Sekforde Street, 
London, E.C.1. Price 15s. net.) 


Mr. Lawton’s Guide will make a welcome 
appearance to all who have to deal with 
trustee savings banks. He deals clearly 
and concisely with the various aspects of his 
subject and anyone concerned with disputes 
arising out of trustee savings bank trans- 
actions will find particularly helpful the 
second part of the book in which the author 
discusses, under the appropriate headings, 


selected awards by the Registr>, jp cases 
referred to him under Section 48 of the 
Trustee Savings Banks Act of 1/5 3. In the 
appendices are set out the first, second and 
third schedules of the Trustee Savings 
Banks Regulations of 1929, tovether wir 
the Superannuation Reserve Rules and ‘he 
Model Rules governing the a!!ocation of 
pensions by officers retiring from the 
service of a trustee savings bank under the 
Trustee Savings Banks Act of 1947, [py 
spite of Mr. Lawton’s modest disclaimer in 
the preface of any intention of producing a 
work of reference, this book is bound to be 
used to some extent for reference purposes 
and for this reason it is to be regretted that 
no table of Statutes has been included, an 
omission which we hope will be repaired 
in a subsequent edition. This book can 
confidently be recommended as a helpful 
and attractively presented guide to 
subject the territory of which has not yet 
been well charted and explored. _1.j,, 


WAGES PROCEDURE. By A. Abbott, a.c.s, 
(Office Management Association, Lid., London. 
Price 5s. net.) 


This is a report based on a paper de- 
livered by Mr. Abbott at a one-day con- 
ference on wages procedures by mechanical 
means held by the Office Management 
Association in October, 1949. It includes 
an illustrated supplement of machines and 
devices demonstrated at the exhibition of 
equipment held in connection with the 
conference. 


Mr. Abbott leads from the historic hand- 
written wages book of over forty years ago 
to the comparatively highly complicated 
systems in use to-day. Changes in methods 
of remuneration and the increased number 
of deductions from pay have contributed to 
the inevitable evolution. He does not 
express any preference for any particular 
method. There is no one best system 
in all situations but there is a best system 
for each firm and it is up to the accountants 
to find and apply it. Whatever system i 
adopted, it must aim at minimising error 
and at ensuring that the cash is in the pay 
office at the appointed times. When con 
sidering equipment available it should be 
remembered that machines ought to fit the 
job, the job ought not to have to be adapted 
to fit the machines. Attention must be paid 
to the form routing : arrangements should 
be made for the punctual receipt of this 
information, in an even flow, so that rushes 
and peak loads would be avoided. 


Mr. Abbott considers wages procedures 
in two main sections : excluding punched 
cards, and punched card equipment. He 


nds U 
4 host 
- om 
Ce and th 
fs divides 
5 time-ke 
<i the st 
é returns 
ot is his st 
. advanté 
3 use of t 
. method 
hs Await 
\ IrseEM! 
FI of the | 
Se country 
a least, t 
= market 
their € 
sional ; 
3 not last 
: occurre 
cumsta 
s affectec 
th its min 
: be in s 
feel th 
eB : much 1 
: and, pr 
S capital 
reward 
% and to 
In ti 
the bar 
ue further 
: ee leaden 
% them, 
- the use 
others « 
A the sug 
S Funds, 
o estimat 
' issue se 
. The fir 
The le 
oS that the 
: thetern 
5 be suc 
| indices 
, 121.37 
s _ 
ee lll Pa I SE Zi” A 


N Cases 
of the 
In the 

nd and 

Savings 

r wit! 

nd the 

tion of 
nthe 
ler the 

). In 
mer in 
cing a 
| to be 
poses 
d that 
ed, an 
paired 
k can 
elpful 
to a 
ot yet 
T. J. 


fads under the first section there is an 
simost bewildering number of alternatives ; 
ser considering the equipment available 
ind the uses to which it may be put, he 
jvides the job into its various stages, from 
ime-keeping to paying out and then on to 
he stamping of insurance cards and 
returns of income tax. Particularly useful 
his statement of the advantages and dis- 
svantages of calculating P.A.Y.E. by the 
ye of the weekly tax free amount when the 
method is mechanised. 


FINANCE 


Alternative procedures using punched 
card equipment are given. The first pro- 
cedure, where one would expect to find a 
large turnover of labour, has a full range of 
machines. With the second, applicable 
where the labour turnover is not so large, 
a minimum of equipment is necessary ; the 
author explains how this method can be 
applied. 

This is a report of inestimable value to 
those considering mechanisation of their 
wages system. It may also help those whose 


The Month 


Awaiting the Result 


ITssEMSs THAT WHILE THEY AWAIT THE RESULT 
of the general election the investors of the 
country have conspired to do nothing. At 
last, there is so small a turnover in the 
market that few brokers can be covering 
their expenses ; although there are occa- 
sonal and sizeable price changes they do 
not last.’ A number of events which have 
occurred during the month in other cir- 
cumstances would undoubtedly have 
affected prices, but the public has made up 
its mind that the result of the election will 
be in some way decisive. People seem to 
fel that the alternatives are between 
much more or much less central planning 
and, probably, between a further attack on 
capital and a better chance of ultimate 
reward for those with the courage to save 
and to put their savings into enterprise. 

In these circumstances the speeches of 
the bankers, almost all of whom called for 
futher disinflation, merely tended to 
tarden existing opinion. Only one of 
them, Lord Balfour, definitely advocated 
the use of the rate of interest, although 
others dropped hints in that direction. But 
the suggestion had no visible effect on the 
funds. More important in the market 
Stimation was the re-opening of the new 
Ssue season for borrowers of trustee status. 
The first on the list was Southern Rhodesia. 
The lesson of the South African issue— 
that the investor is not to be driven—caused 
theterms for the Southern Rhodesian issue to 
be such that a minor, though proba- 
bly temporary, setback occurred in gilt- 
edged generally. On February 23, the 
indices of the Financial Times show the follow- 
ig changes : fixed interest 121.15 against 
'21.37 on January 25, and Government 


in the City 


securities 105.56 against 105.88. The yield 
on Old Consols had risen from 3.50 to 3.53 
per cent. 


Stable Profits 


Meanwhile, many newly published com- 
pany accounts have attracted attention 
because they show really substantial rises 
in earnings. In some cases the prices 
of individual shares have responded. 
The statistics of company earnings com- 
piled by The Economist show virtually no 
change in profits for either of the last two 
quarters of 1949 compared with the corre- 
sponding periods of 1948. In fact, since 
large sums have been ploughed back into 
businesses, the rate of earnings, calculated 
on the net worth basis, has declined. The 
figures for the accounts of the closing 
quarter of 1949 compared with that quarter 
of 1948 are: earnings 7.2 per cent. net 
against 7.8 per cent.; dividends 3.1 per 
cent. net against 3.6 per cent. 

These accounts relate to periods which 
are now some months past. One pub- 
lished report after another states that the 
outlook for exports, expansion in which was 
in 1949 responsible for a larger proportion 
of profit than in the past, has been de- 
teriorating. Here and there a mention is 
made of the prospective effects of devalua- 
tion, but for the most part it is too early to 
say much on this point. It is true that 
exports have shown a considerable increase 
in recent months but the increase is not yet 
commensurate with the degree of de- 
valuation. After all, it was with the inten- 
tion of earning more dollars, not more 
pounds, that sterling was devalued. While 
it is undeniable that devaluation is pro- 
ducing some fruits in higher exports and it 


systems are already mechanised to overcome 
defects in their procedure which at present 


may be accepted as unavoidable. A. H. M. 


BOOK RECEIVED 


THE NEW ACCOUNTING REQUIREMENTS FOR 
COMPANIES. By Frank H. Jones, F.A.C.c.A., 
a.c.Ls. Fifth edition. (Barkeley Book Co., 
Lid., 39, Lansdowne Road, Stanmore, Middlesex. 
Price 2s. 6d. net.) 


is also affecting the weekly return of revenue 
to the Exchequer, there is a long way to go 
before the possibility of closing the dollar 
gap is in sight or inflationary pressure is 
removed. The persistence of this pressure 
is probably the explanation of the consider- 
able strength of industrial ordinary shares, 
the index of which stood on February 23, at 
108.0 against 104.4 on January 25. It is 
of interest to note that both this index and 
that of fixed-interest securities show falls of 
just under 12 per cent. as compared with 
their level on the eve of the 1945 election, 
but the yield on Equities has increased from 
3.62 at that time to 5.22 per cent. now. 


Woolworth Policy 


An impressive demonstration of what can 
be achieved, even under difficulties, by 
pursuing a sound business policy is afforded 
by the results of F. W. Woolworth. During 
the period the prices of 1,500 items were 
reduced without altering their quality and 
this measure has been accompanied by a 
rise in both turnover and profits to record 
levels. In one sense this result may be 
regarded as merely a reflection of an undue 
amount of spending power, but it was 
achieved in the face of high rates of pur- 
chase tax on many of the goods. Mr. 
Uffindell, the chairman, calls it illogical to 
inflate the prices of essential and semi- 
essential goods by taxation and theh to ask 
people not to demand higher wages. And 
in this matter he appears to be something 
of a heretic. He points out that no under- 
taking has been given by the company to 
limit future dividend declarations and says 
that the same policy applies to wages and 
salaries. It seems probable that the board 
of this company can be trusted to get value 
for money, whether it is buying goods or 
labour services. Those who believe in the 
profit motive and the price mechanism will 
regard the rise in profits by some 10 per 
cent. last year, to almost £11,500,000, as 
evidence that the company renders a 
valuable service to the community for which 
all concerned are entitled to be rewarded. 
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Tinplate Profits 
The accounts of the Steel Company of 
Wales for the year to October 1, 1949, 
show a further substantial increase from 
£1,523,926 to £2,122,896. The rise came 
from expanding output and a large volume 
of overseas sales. The chairman, Mr. E. H. 
Lever, expresses doubts about the main- 
tenance of export prices. The company will 
not have to pay more for its dollar imports 
of plant for the new Margam works, as its 
requirements were covered forward before 
devaluation. The cost of that project con- 
tinues to increase with the rise in prices, and 
shareholders are again reminded that the 
original estimate of £60 million must be 
exceeded. There is no indication of the 
extent of the excess but it is plain that it 
will add to production costs. No final 
arrangements have so far been made to 
secure the additional finance. There is no 
great hurry, for at the date of the accounts 
there remained unused drawing powers of 
some £28,500,000 on the loan from the 
Finance Corporation for Industry. Initial 
allowances on the new plant are again 
calculated to offset any tax liability on 


current earnings ; but this process of borrow- 
ing from the Inland Revenue will come 
to a sharp halt when the plant is complete, 
by which time, according to all the in- 
formation available, there is likely to be 
very keen competition in world markets. 


Revised Cable Scheme 


The revised scheme about to be submitted 
for the reconstruction of Cable and Wire- 
less (Holding) should secure a very wide 
measure of support. It is a very complex 
affair but, substantially, it provides both 
that the concern shall remain in being as 
an investment trust and that those who wish 
to get out will have a reasonable chance of 
doing so without loss. Further, it offers the 
holders of the ordinary capital, whose 
objections were the main cause for the 
rejection of the original plan, something 
like £45 more per £100 of stock held than 
seemed likely to fall to them if they realised 
their holdings under the old plan. Some 
may consider that the trust will be over- 
large and it is not evident from the pre- 


Points from Published Accounts 


The Treatment of Tax in Accounts 


It is an interesting task to examine the 
different ways in which companies deal 
with taxation in their accounts. A dozen 
reports have. been picked out at random. 
Ten firms of accountants appear as auditors 
or joint auditors, but there is evidence that 
variety in the treatment of taxation is not 
due simply to differences in the approaches 
of the auditors. For instance, the accounts 
of Radio Rentals, Finlay & Co. and Maconochie 
Foods are all audited by one firm (the last 
jointly) but they show wide differences. 

Radio Rentals describes its future tax 
provision as a tax equalisation account and 
includes it with provisions, while Finlay & 
Co. shows a future tax reserve sandwiched 
between stock reserve and the profit and 
loss balance, these three items being added 
to general reserve and E.P.T. refund to 
form a sub-total. The company gives a 
detailed explanation of this tax reserve, 
namely : 


Being one-half of income tax 1949-50 and 
the whole of 1950-51, and after transferring 
to current liabilities one-half of income tax, 
1948-49 and one-half of 1949-50. 
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A perhaps unsatisfactory feature is that the 
profit and loss account shows the income 
tax provision after an unspecified allowance 
for deferred repairs. From the balance 
sheet it can be calculated that deferred 
repairs and obsolescence provisions were 
reduced by £11,935 net, so that if there 
had been no deferred repairs carried out 
the tax deduction from profits might well 
have been considerably greater. Maconochie 
Foods lumps current taxation with deferred 
repairs in its current liabilities, and future 
taxation is shown separately as follows : 


Amount set aside for income tax, 

Schedule D 1950-51 .. -- £60,034 
Tax equalisation account, repre- 

senting relief in respect of 

initial allowances carried 

forward me a -- £34,400 


Since the latter account is £8,000 greater 
than in the previous year the inference is 
that this £8,000 is included in the income 
tax provision deducted before striking the 
group net profit. Broadly speaking, it 
would seem that the effect of initial allow- 
ances on the depreciation and tax position 
should be shown clearly. 


-scope for recognising the spirit as well as the 


ae 


liminary particulars that the costs 0 
administration will be appreciahiy redyced 
But as the ordinary stockholder can take his 
share entirely in Savings Bonds and jn . 
three and a half-year unsecured loan stock 
which is to be offered on terms calculated 
to permit realisation at par, those why 
favoured liquidation can now liquidate 
their holdings if they wish. 

The problem of financing the redemption 
of the three and a half-year stock, and late 
ofa ten-year stock to be offered to preference 
holders, is a matter for the consideration 
of those who decide to retain their interes 
in the company. Preference stockholder 
have also been catered for. They have now 
four choices before them, of which two new 
ones are conditional. They can now have 
either cash, or part cash and part Savings 
Bonds—the two original choices—or, jn 
whole or in part, either ordinary shares or 
the ten-year unsecured loan stock carrying 
4 per cent. The issue of this stock is re. 
stricted to a maximum of £4 million, while 
the amount of ordinary capital available 
for preference holders wil: depend upon the 
amount retained by existing holders, 


Sufficient has been said so far to show 
that auditors by no means have the final 
or authoritative word in the presentation of 
accounts. It may be added that there is 


letter of the Companies Act. 


The fourth balance sheet in the pile is 
that of Associated British Maltsters, whose 
tabular profit and loss account shows: 
** Income tax including reserve for 1950-5! 
less management expenses claim,” after 
deducting £23,000 benefit from _ initial 
allowances. Allied Leather Industries also 
deducts a management expenses claim, and 
shows: “ Amount set aside for income tax 
for the 21 months ending April 5, 1951,” 
as the last item in the tabular balance sheet. 
Broom & Wade shows its future income tax 
reserve with revenue reserves, while current 
liabilities include ‘‘ Income tax 1949-50, 
excess profits tax and profits tax to date.” 
Apex (Trinidad) Oilfields, on the other hand, 
shows its reserve for future taxation sepat- 
ately. Another company to follow the 
practice of showing future tax separately 5 
New Zealand Loan & Mercantile Agency, which 
explains in a footnote for the benefit o! 
shareholders that the amount is the 
estimated liability on the profits of the year 
to date of the parent company due for 
payment on January 1, 1951. But Michael 
Nairn & Greenwich has no bones about 
lumping future tax with revenue reserve: 
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wit Brothers, the Grimsby brewers, is an 
dvocate of segregation ; moving westwards 
oh Wheway, 2 Walsall firm, also separates 
‘Income tax due January 1, 1951,” from 
e other items in the balance sheet. 


Rounding off the dozen reports, we may 
note that Thames Plywood Manufacturers 
provides an example of how net profits are 
shown on a very sensible basis. Before 
triking the net profit the board deducts 
income tax including a transfer towards 
reserve for future income tax of £9,020. 
It later makes an additional transfer to this 
reserve of £36,380, and in his speech with 
the accounts the chairman says : “ Reserve 
for future income tax had not been pro- 
vided to the full extent in the past in view of 
the company’s shoit history ; we thought it 
right to make this up at the earliest oppor- 


tunity.” 


It would be foolhardy to draw any hard 
and fast conclusions from this survey of a 
small sample of reports published roughly 
eighteen months after the Companies Act, 
1948, came into force. It is clear, however, 
that there are still many schools of thought 
on how taxation sheuld be treated in 
accounts. Those responsible for published 
accounts should recognise the pre-eminent 
virtues of simplicity in these things. It 
really does not matter a great deal from our 
present viewpoint whether one regards the 
tax allocation as a “‘ reserve,” a “ revenue 
reserve,” a “ provision” or a “ deferred 
liability.” The fact that the future tax 
is provided for (or not provided for!) 
is what matters. And surely shareholders 
are entitled to know the net profit of the 
year’s operation before taking into account 
such windfalls as initial allowances and 
tax credits resulting from deferred repairs 
expenditure ? 


Charterhouse Investment Trust 


There are three arms to the Charterhouse 
Investment Trust. The first is the company 
of that name, which has a large general 
investment portfolio and carries on an 
investment trust business pure and simple. 
The others belong to the two subsidiaries— 
Charterhouse Finance Corporation and 
Charterhouse Industrial Development. To 
produce a consolidated set of accounts 
would be misleading, because the first sub- 
‘idiary holds “equity participations the 
ultimate realisation of which is considered 
likely to yield substantial profits,” while the 
other confines itself to the provision of all 
capital for development, its accounts 
showing that out of total assets of 
£3,262,828 as much as £2,507,860 is 
represented by unquoted _ securities. 
Separate accounts for each company are 
published, and a footnote to those of the 


Industrial Development subsidiary states 
that the company derives its income from 
the interests in numerous limited com- 
panies. At the balance sheet date “ 
seven of these, in which the company’s total 
investment represented 17.35 per cent. of 
the company’s total invested funds, were its 
subsidiaries. The company’s interests in 
its subsidiaries are similar to its interests 
in the remaining 45 companies in which 
. » » its funds were invested. In these cir- 
cumstances, the directors believe that it 
would be misleading to differentiate be- 
tween subsidiary and other companies ; 
group accounts have not, therefore, been 
prepared.” A third wholly owned sub- 
sidiary is a small property undertaking and 
separate accounts are also published for 
this. While the overall effect is to make it 
difficult to estimate the assets and dividend 
cover it cannot be denied that stockholders 
obtain clearer information than would 
result from the presentation of consolidated 
accounts. 


Consolidated Accounts 


The technique of producing consolidated 
accounts has not yet been standardised, and 
the model for all accountants to follow has 
still to be evolved. Whether it would suit 
all public companies is extremely doubtful, 
for there still exists a loophole for the 
blanketing of vital information. In the case 
of a company with moribund subsidiaries, 
consolidation is a waste of time; in the 
case of a holding company its own accounts 
are virtually valueless. But what of the 
concern whose activities are as important 
as those of its subsidiaries ? 

Let us take a hypothetical case. The 
parent’s assets total £1,500,000, of which 
£300,000 represents investments in a 
subsidiary, and consolidation shows total 
assets of £2,400,000—in other words, the 
book value of the subsidiary’s assets is as 
great as that of the parent. What of its 
earning power ? This, and also that of the 
parent, can be masked by the presentation 
of a consolidated profit and loss account 
only, apparently without offending the 
canons of the Companies Act. The parent 
can present a profit and loss account 
and mask its own profits by showing a 
trading balance including dividends from 
subsidiaries. 

In the case of large combines the con- 
solidated accounts could be regarded as the 
synopsis of a highly interesting story. For 
illustration of this we invent a company 
which manufactures steel, while its sub- 
sidiaries, each in a separate watertight 
compartment, manufacture motor-car com- 
ponents, washing machines, tubes, electric 
pylons and steel furniture. Here we have 
five widely differing fields of activity and 


shareholders could be excused. for asking 
for separate sets of accounts for each. 
Instead, they have to accept the possibility 
that the consolidated accounts might be 
likened to the curate’s egg. From the 
parent’s point of view it can be contended 
that to publish separate accounts would 
involve disclosing valuable information to 
competitive undertakings. As yet there is no 
established practice, and it is not laid down 
that the auditor should decide all that the 
shareholder should know. Yet to shrug 
off the question with : “ It’s all in the con- 
solidated accounts” is to burke the issue. 


Taxation and Depreciation 


Last year Butler Machine Tool changed the 
basis on which it depreciated plant and 
machinery. Depreciation is now calculated 
to write-off each item by equal instalments 
over its estimated life. In the result, 
£35,111 previously provided has now been 
found to be excessive and has accordingly 
been dealt with as follows : 


£ 
Written off Drawings, Pat- 
terns and Jigs -. 15,728 
Transferred to Taxation 
Equalisation Reserve 15,000 
Transferred to Fixed Assets 
Replacement Reserve 4,383 
35,111 


The taxation equalisation reserve is a new 
one. In his review with the accounts the 
chairman states : “ It has in the past been 
our practice to provide for depreciation 
each year a sum not less than the Inland 
Revenue allowances. The present system, 
by which a very substantial allowance for 
taxation is made when new plant and 
buildings are acquired, has made this 
practice unworkable. In addition, it has 
the effect of reducing considerably the 
amount of tax payable when a large amount 
of capital expenditure is incurred, but will 
cause the tax payable in later years to be 
based on an amount greater than the real 
profits of the year. We have therefore 
decided to set up a taxation equalisation 
reserve on which such differences can be 
adjusted. We have opened this reserve by 
a transfer from the excess depreciation, 
to which I have referred, of an amount 
approximately equal to tax on the allow- 
ances already granted by the Inland 
Revenue authorities in excess of those now 
provided in the company’s accounts, and 
added £4,000 from this year’s profits, 
which represents tax on the initial allow- 
ances on capital expenditure during the 
year.” 
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LAW 


Legal 


Notes 


Winding-up of company—Rights of preference 
stockholders to participate in surplus assets. 

The Isle of Thanet Electric Supply Co., 
Ltd., was incorporated in 1896 and went 
into voluntary liquidation on July 16, 1946, 
in view of the imminent transfer of its elec- 
tricity undertaking (then its only activity) 
under a local Act. At that time its capital 
consisted both of preference and of ordinary 
stock and after repayment of the nominal 
value of both classes of stock the liquidator 
was left with substantial assets in his hands. 
The question then arose whether the 
preference stockholders had any right to 
participate in those assets. 

The Articles of the company gave the 
holders of the preference stock the right to a 
fixed cumulative preferential dividend of 
6 per cent., the right to participate pari 
passu with the ordinary stockholders in the 
surplus profits which should be distributed 
in any year after allowing for payment of 
the preference dividends and of 6 per cent. 
dividends on the ordinary stock, and the 
right in a winding-up to repayment of 
capital together with arrears of dividend, 
whether earned or not, in priority to the 
ordinary shares. 

In the court of first instance Roxburgh, 
J., was bound by the existing law to hold 
that the onus lay upon the ordinary stock- 
holders to show that the preference stock- 
holders were not entitled to share in the 
surplus assets, and he decided that the 
onus had not been discharged. In Re Isle 
of Thanet Electric Supply Co., Lid. (1949, 
2 A.E.R., 1060) the Court of Appeal held 
that the law had been altered by the House 
of Lords’ decision in Scottish Insurance Co., 
Lid. v. Wilsons & Clyde Coal Co., Lid. (1949, 
1 A.E.R., 1068) (see AccouNTANcy, 
August, 1949, page 205). The onus now 
lay upon the preference stockholders to 
show that they were entitled to a share. 
Further, Articles dealing with rights to 
share in profits and those dealing with 
rights to share in the company’s property in 
a liquidation must be construed in accord- 
ance with the same principle, namely, that 
where the Articles set out the rights 
attached to a class of shares to participate in 
profits while the company is a going 
concern or to share in the property of the 
company in liquidation, prima facie the 
rights so set out are in each case exhaustive. 
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The Court decided that the rights given by 
the Articles in question to the preference 
stockholders were exhaustive and that only 
the ordinary stockholders were entitled to 
share in the surplus assets. 


Investment trusts—Effect on the trust deed of the 
nationalisation of undertakings, stocks and shares 
in which are included in the trust. 

By a deed of trust made in 1932 between 
the Municipal and General Securities Co., 
Ltd. (the managers) and Lloyds Bank, Ltd. 
the trustee) it was provided that the trustee 
should hold the deposited property upon 
trust for the holders according to the 
provisions of the deed. 

Clause 1 of the deed defined “ ordinary 
shares” and “ securities.” By Clause 23 : 

If the managers shall certify in writing to 
the trustee that in the opinion of the managers 
any fundamental change has been made in 
the rights attaching to any ordinary shares of 
any company and shall at the same time 
require the trustee to sell the ordinary shares 
of such company, the trustee shall sell those 
shares. 

By Clause 27: 

The trustee shall... sell and convert 
into cash all ordinary shares and securities 
received by it in respect of any unit (other 
than ordinary shares forming the share unit 
and fully paid bonus ordinary shares which 
the trustee is expressly required to 
retain . . .) and if there shall be deposited 
with the trustee by the managers as part of 
any unit any property which the trustee 
would have been required to sell if the same 
had been received in respect of any existing 
unit the same shall also be forthwith sold 
and converted into cash. 


The trust property included ordinary 
stocks and shares in certain transport, 
electricity and gas undertakings and in 
substitution for these the trustee had 
received British Transport stock and British 
Electricity stock and would in due course be 
entitled to receive British Gas stock. 

In re The Trusts of a Deed of Trust made 
between the Municipal and General Securities 
Co., Ltd. and Lloyds Bank Limited (1949, 
Weekly Notes, 452), the managers took 
out a summons asking, inter alia, 

(a) whether in the events which had 
happened the Transport, Electricity and 


(when issued) the Gas stock ought to } 
sold by the trustee in accordance wi) 
Clause 27 of the deed ; 

(6) if not, whether the managers wer 
entitled to give a certificate uncer Clause 99. 

(c) that under Section 57 of the Trus, 
Act, 1925, a power of sale might be 
conferred by the Court. 

Part of the Transport stock was stog 
issued to Thomas Tilling, Ltd., under the 
Transport Act, 1947, and distributed by 
that company by way of a special capital 
profits dividend. Wynn-Parry, J., helj 
that this stock ought to be sold in accordane 
with Clause 27. 

His Lordship further held that th 
remaining Government stocks wer 
* securities ” and not “ ordinary shares” a5 
defined by the deed. However, by the 
Third Schedule, Part I, paragraph 5 of the 
Electricity Act, 1947, British Electricity 
stock was to be held on the same terms a 
the shares or securities for which it was 
substituted had previously been held, and 
the provisions of any trust deed affecting 
those shares or securities had to be modified 
accordingly : there were similar provisions 
in the Transport and Gas Acts. Therefore 
none of these stocks ought to be sold under 
Clause 27. 

As to question (5), the managers were not 
entitled to give a certificate under Clause 23 
in respect of the Transport, Electricity or 
(when it was issued) the Gas stock, yet 
owing to the wording of Part IT, paragraph 
2 of the Second Schedule to the Gas Act, 
1948, the managers were entitled to give a 
certificate in respect of the Gas stock before 
it was issued. 

His Lordship finally considered his 
powers under Section 57 of the Trustee 


Act, 1925. He refused to define the scope 


of that Section but decided that on the 
facts of the present case, remembering 
especially that there was no evidence that 
the continued holding of the compensation 
stocks could cause any administrative 
difficulty, he had no jurisdiction to orders 
sale and, even if he had had jurisdiction, he 
would not have exercised his discretion to 
make such an order. 


Liability of infant under the law relating 
bankruptcy and income tax. 

It is strange that until now there should 
have been a doubt whether or not an infant 
could be made bankrupt. The doubt has 
however, now been resolved by the Cout! 
of Appeal in Re a Debtor (No. 564 of 1949) 
1950, Weekly Notes 55. The Court said 
that until the Infants Relief Act, 187 
made an infant’s debts void instead 0 
merely voidable, an infant could be made 
bankrupt. Some of an infant’s debts, such 
as those for necessaries, were not ren 
void by that Act but remained legally 
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enforceable. If an infant had incurred 
nforceable debts, there was no rule of 
pubic policy that he should not be made 
yokrupt ; indeed, it was to the advantage 
gf the infant himself as well as of his 
geditors that there should be jurisdiction 
» make a receiving order. Further, the 
wring of Section 3 of the Bankruptcy 
4ctwas wide enough to apply to all persons, 
iuding infants, who had incurred legally 
nforceable debts and who had committed 
act of bankruptcy. 

In the case in question an infant and his 
nother had carried on a manufacturing 
ysiness in partnership and they were the 

ns accountable for purchase tax. By 
(ction 31 (2) of the Finance (No. 2) Act, 
yo, purchase tax is recoverable as a debt 
jue from the person accountable therefor, 

mi the Commissioners of Customs and 
ixcise had recovered judgment against the 
ant and his mother for the payment of 
purchase tax, £284 of which remained 
paid. The Court held that infancy was 
» more a defence to a claim for unpaid 
purchase tax than it was to a claim for 
mpaid income tax (ex parte Huxley (1916, 
1K.B., 788)). The infant had, therefore, 
incurred a legally enforceable debt, he had 
ommitted an act of bankruptcy and a 
reeiving order ought to be made against 
him, 

The Court, however, said that it had 
juisdiction in a proper case to refuse to 
mke a receiving order and it may be found 
in practice that the Court will be more 
rluctant to make orders against infants 
than against adults. 


Bakrupt’s claim for damage to property and 
npulation—Apportionment of money received 
between bankrupt and trustee. 

The Legal Notes in the September, 1949, 
isue of ACCOUNTANCY (page 253) reported 
the case of Re Kavanagh, in which the 
Divisional Court apportioned equally be- 
tween the bankrupt and her trustee the 
sum of £1,000 received by her in settlement 
ofher action against a solicitor. The Court 
ofAppeal (1950, Weekly Notes, 15) has now 
wheld this apportionment, but has em- 
phasised that the case was so special that it 
could not be regarded as involving any real 
matter of principle. 


Rating valuation on a profits basis. 

Ithas long been accepted in rating law 
that profits must not be rated as profits 
tnd that the Court must only consider the 
fat which the hypothetical tenant would 
Py. It is equally well established that the 
Profits earned upon a hereditament may 
*% one of the factors which the hypo- 
Metical tenant would take into account in 
uciding what rent he would be willing to 
My and that in rating public utility under- 
akings the Court should adopt a profits 


basis as laid down by Lord Cave in Kingston 
Union v. Metropolitan Water Board (1926, 
A.C., 331). In two recent cases (Surrey 
County Valuation Committee v. Chessington Zoo, 
Lid., 1950, 1 A.E.R., 154, and Amal- 
gamated Relays, Ltd. v. Burnley Rating 
Authority, 1950, Weekly Notes, 49) the 
Divisional Court considered the valuation 
of hereditaments occupied not by public 
utility undertakings but by trading com- 
panies which had created for themselves a 
quasi-monopoly in their particular neigh- 
bourhoods. In both cases the Court held, 
with some reluctance, that there was noth- 
ing wrong in law in holding that the trading 
profits earned on those hereditaments would 
be the only factor influencing the hypo- 
thetical tenant and that accordingly the 
hereditaments might be rated on a profits 
basis: it was not necessary that that basis 
should rest upon the same formula as that 
adopted for public utilities. 

These decisions may well have a con- 
siderable effect upon rating practice, but 
as it is probable that one at least of the rate- 
payers will take his case to the Court of 
Appeal, we reserve detailed discussion for a 
later occasion. 


Probate—Widow’s domicil not affected by 
husband’s death. 

In In the Estate of Wallach, Deceased (1950, 
Weekly Notes, 40) the question arose 
whether a woman, who through her 
marriage had acquired a fresh domicil, 
reverted automatically on widowhood to 
her domicil of origin. Text-books have 
long stated as a principle that a widow 
retains her late husband’s last domicil until 
she changes it, and in several nineteenth- 
century cases the Courts accepted this 
principle without argument. Hodson, J., 
upheld this principle, pointing out the 
inconveniences that would otherwise result. 
He said that by marrying a woman exercises 
a choice and takes the consequence of it. 
This, in law, involves the acquisition of her 
husband’s domicil. There is no reason 
why, if it is a domicil of choice, it should be 
lost in any other way than any other 
domicil of choice, that is to say, by abandon- 
ment. 


Compensation for requisitioned land. 

In 7. Lyons & Co., Lid. v. Home Secretary 
(1950, Weekly Notes, 60) land which had 
been requisitioned in 1942 was released in 
July, 1945, but during the period of 
requisition works had been done on the 
land which rendered it of little value to the 
owner until these were removed and the 
land restored to its normal condition, in 
May, 1946. The owners now claimed com- 
pensation for the loss sustained by them 
between July, 1945, and May, 1946. 

The Court held that however great the 
hardship which a subject might suffer as a 


result of the exercise by the Crown of the 
emergency powers of requisitioning, he had 
no redress apart from the compensation 
given to him by the Compensation (Defence) 
Act, 1939. Section 2 of that Act dealt with 
the compensation to be awarded when the 
Crown had taken possession of the land, 
and Section 3 with the compensation when 
the Crown had done any work on land 
without taking possession of it. The question 
was whether Section 3 extended to the 
present case, in which damage caused 
during the requisition continued after the 
requisition had ceased. Unfortunately for 
the owners, by Section 11 (2) of the 
Requisitioned Land Act, 1948, “ nothing in 
Section 3 of the 1939 Act shall apply to 
damage to land occurring while possession 
of the land is retained.” In the view of the 
Court “damage to the land” there 
included damage ascribable to the doing of 
work on the land, and accordingly there was 
nothing in Section 3 to allow compensation 
to be paid for that damage, even though its 
effects might persist after possession had 
been given up. 

It is submitted by the writer that this 
decision discloses an anomaly in the law of 
compensation which ought to be remedied 
by Parliament. 


Private nuisance. 

It is refreshing to find that the common 
law, when unfettered by statute or regula- 
tion, still has considerable power to protect 
the individual against corporations. Some 
Hastings residents complained that the local 
speedway was excessively noisy and thereby 
caused a nuisance to them : they claimed an 
injunction to restrain the Speedway Com- 
pany from continuing the nuisance and the 
Hastings Corporation from permitting it. 
In the Court of first instance Humphreys, 
J., granted the injunction and his decision 
has now been upheld by the Court of 


Appeal. 
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THE SOCIETY OF 


Incorporated 


Accountants 


SIR ALAN HERBERT AT INCORPORATED ACCOUNTANTS’ LUNCHEON 


Str Atan P. HERBERT WAS THE GUEST 
speaker at the February luncheon meeting 
of the Incorporated Accountants’ London 
and District Society, held on the 7th of the 
month. The chairman of the District 
Society, Mr. R. N. Barnett, F.s.A.A., 
presided. 

Mr. Barnett said that Sir Alan might be 
described as a diamond of many facets : 
a Member of Parliament for the University 
of Oxford (that is, until a few days before) ; 
a sailor; an author; a member of the 
staff of Punch and a playwright. As account- 
ants, perhaps they appreciated him most 
in the last of those roles. He had brigntened 
the dullness of their days in plays like 
Bless the Bride and Tough at the Top. He did 
not know the subject of Sir Alan’s talk to 
them. (Sir Alan Herbert: “ Nor do I.”) 
But there was no question about it that it 
would be good. 

Before calling on Sir Alan, the chairman 
welcomed Sir Harold Barton, past-President 
of the Institute of Chartered Accountants, 
who was one of their guests. He also issued 
a welcome to the members of the Council 
of the Society of Incorporated Accountants, 
including the President, Mr. A. Stuart Allen. 


Sir Alan Herbert said that there was an 
old story about some men who were dis- 
cussing the essence of humour. Some said 
it was incongruity ; some said it was the 
misfortune of others, and some said this and 
some said that. But a lawyer said: “ Ah, 
no! The essence of humour is surprise— 
and that is why you laugh when you see a 
joke in Punch.”” However, some better friend 
of that great organ said: “‘ No, no. The 
essence of humour is_ recognition—and 
that is why you laugh when you hear a 
joke in court.” 


But he was afraid he had no particular 
surprises for them that day. Indeed, he 
was alarmed that in their company he 
might fall into thé error which was the subject 
of one of his favourite stories about Mr. 
Churchill. It was before the war and in the 
days of the League of Nations, and one 
statesman had made a rather woolly 
speech about foreign affairs. Someone came 
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into the smoking room afterwards and 
asked, *‘ What did you think of the speech, 
sir?” ‘* Well,” replied Mr. Churchill, “ I 
thought it was very good. It must have 
been good, because it contained, so far as 
I know, all the platitudes known to the 
human race, with the possible exception of 
‘ Prepare to meet thy God ’ and ‘ Please do 
not spit.?” (Laughter.) How was he to 
avoid such perils ? 

And there was another reason why he 
should not say a single word to them. A 
rather better writer, a man called Edward 
Gibbon, was—this was not generally known 
—a Member of the House of Commons for 
eight solid years, during which time he 
never opened his mouth, because, as he 
said : “‘ This is a far more formidable affair 
than I had contemplated. When I hear the 
good ones I am frightened, and when I 
hear the bad ones I am appalled, so I am 
not going to make a fool of myself.” So 
there he sat for eight years, quite quietly 
and giving no trouble at all, and after that 
he went away and wrote The Decline and 
Fall of the Roman Empire. (Laughter.) Sir 
Alan would not say that Gibbon was 
exactly his model, but he was trying to 
write a book and he wished to retire into 
the quietude of his study. That was 
actually the last speech he was going to 
make in that world, so whether it was good 
or bad he hoped they would suffer it. 

He found himself at that moment at the 
heart of a great, illustrious and useful pro- 
fession ; it occurred to him that if one 
analysed the activities of all the best pro- 
fessions one found that they seemed to 
depend, and even to batten, upon the 
misfortunes of their fellow mén. There 
would be no doctors if there were no 
disease. Lawyers largely lived admirable 
lives upon the disputes and disagreements 
of the human race. Even humorists 
battened ‘upon the ills, evils and troubles 
of their fellow men. And they, he gathered, 
took a ghoulish delight in bankruptcies, 
fraudulent prospectuses, overdrafts and 
income tax. They must be the worst of all 
professions. (Laughter.) 

On the last of those ill-omened subjects 


he had a small, humble suggestion to mak 
An author like himself was supposed—ty 
did not say they always succeeded, 
produce something new with everything he 
wrote. But the man who successfully 
manufactured the same kind of soap or the 
same kind of bicycle for fifty years was taxed 
on precisely the same basis as the Producer 
of original work. Secondly, said Sir Alan 
if he fell under a bus, or had a seizure, ™ 
ate too much at their hospitable meal, the 
whole of his business went out of action, 
But the man who manufactured soap could 
go off and leave the wheels of his soap 
factory still churning away. Yet they were 
taxed in precisely the same manner, 
Thirdly, the soap manufacturer was given 
an allowance for wear and tear of ma. 
chinery and plant ; but there was no allow. 
ance for wear and tear of Sir Alan’s poor 
old machine, which was gradually going 
down and down. Fourthly, if he sold— 
as he sold a few days earlier—the rights of 
Bless the Bride (he sold them outright, 
perhaps foolishly, but he sold them for 
ever), he sold the right to draw income on 
those rights for evermcre through his heirs 
and assigns. Perhaps that was a foolish 
thing to do. But it surely should have 
counted as a capital transaction and not be 
taxed, as it was, as income. He seriously 
put it to them that there was a most useful 
field of inquiry to discover what could be 
done for the one-man, creative, artistic 
people, so that they might be removed from 
the same basis of taxation as was used for 
industrialists. 

An historian, said Sir Alan, once told him 
that the ’forties, the decade through which 
they had just passed, had always been a 
pretty lousy decade, but at the end of them 
they had generally entered the sunlit 
uplands of the fifties. He would give them 
a few facts to support that thesis. They 
would remember the 1940's very vividly 
and they would have heard about the 
“hungry ’forties *—the ‘forties of the last 
century. The year 1848 was the most 
turbulent of the nineteenth century: 
crowned heads were falling ; there was 4 
Communist manifesto ; the Chartists wert 
massing on Kensington Common and 
trying to march on Westminster, and wer 
kept back only by the Duke of Wellington 
and the special constables. It was a terrible 
time. In the 1740’s the country was at wat 
with France and Spain—and Scotland 
When Charles Edward arrived at Derby 
panic prevailed in London. In the 16405 
there was civil war, and Charles I had his 
head cut off. “In the 1540's,” said the 
historian, “ the times were very evil for 
England.” King Henry VIII was buy 
marrying too many women, executing 10 
many men and persecuting too many of the 
rest. He need hardly say they were at wal 
with Scotland, and with France as well, 
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the »istorian says, rather wound- 
to any Scotsman present, “ The 

French war was far more dangerous.” In 

the 1440’s they had a weak king, Henry VI, 

and they were at war with France and 
gradually losing everything won by Henry 

V. Ofcourse, in 1431 they had burnt Joan 
of Arc and their publicity on the Con- 
tinent was not good. (Laughter.) In the 

1340's they were at war with France and 
the Scots invaded the North of England. 
Also—a small detail—there was the Black 
Death. In the 1240’s they invaded France, 
and in the 1140’s they were ruled by an 
unpleasant woman called Matilda and 
there was civil war all the time. In the 
1040's they were invaded by the Danes. 

That gave them a little picture of life in 
England in the *forties of the last thousand 
years. But always in the ’fifties they had 
suddenly risen to better things. He liked 
the old saying, which he believed was one 
of Chesterton’s: “* Faith is the capacity 
to believe in that which is demonstrably not 
true.” Even if they had only that sort of 
confidence in the future of their country, 
let them have it and go forward as cheer- 
fully as they could, believing that against 
all odds and in spite of the facts which it 
had been his duty to lay before them, they 
would come soon, somehow or other, far 
beyond their deserts, into the sunny 
uplands, the heather, the other end of the 
tunnel and all that sort of thing. 

Sir Alan said he apologised for addressing 
them so long, but if into his address there 
had crept a single word which might 
instruct them or make their life happier or 
better, he assured them it had got there by 
mistake. (Laughter.) 

Mr. D. Mahony said he had the rather 
pleasant if difficult task of thanking a 
famous man to whom they were all 
indebted for entertainment, not only on 
that day but for a long time in the past, and 
to whom they were indebted also for great 
public service. He had been happy, said 
Mr. Mahony, to see in the Sunday Times a 
few days earlier a very good photograph of 
Sir Alan, underneath which there was an 
equally pleasant commentary which told 
them, in terms, that Sir Alan was regarded 
as one of the sights of London. The ex- 
planation was that sightseers going up the 
river were told by the man with the mega- 
Phone, “Over there you see the ‘ Dog’ 
public house ; there is Chiswick Eyot, and 
that man over there without a shirt is 
Sir A. P. Herbert, the famous author.” 

He was sorry that this man had made 
rather a “ song of the shirt,” and one was 
led to believe that Sir Alan might have 
appeared before them as a white-skinned 
Mahatma Gandhi; but he had not quite 
conformed to those sartorial requirements. 
However, Mr. Mahony would make Sir 
Alan an offer ; that if he cared to leave with 


them the offending garment, they would 
promise to send it on to the Chancellor of 
the Exchequer, with the request that he 
should put it in Case VI of Schedule D. 
(Laughter.) He asked Sir Alan to think 
of the benefit he would derive from that 
action. Suppose that one of the inquisitive 
sightseers came up to him and said, “ Sir 
Alan, why don’t you wear a shirt ?”” What 
a crushing retort he could give and what 
political satisfaction he would get out of it 
if he were able to reply with truth: “ The 
Chancellor of the Exchequer has taken it.” 
(Laughter.) 

He very much regretted to hear Sir Alan 
say that that was his last speech. He hoped 
that it was not true. The world would be 
robbed of one of its greatest benefits if 
someone like Sir Alan were voluntarily to 
silence himself. It was their hope that one 
day they might again see him back in his 
seat in Parliament, and they would follow 
with the greatest interest his new slogan of 
“ Full Enjoyment.” 


COUNCIL MEETING 


JANUARY 26, 1950 


Present: Mr. A. SruART ALLEN, PRESIDENT 
(in the chair), Mr. C. Percy Barrowcliff 
(Vice-President), Sir Frederick Alban, Mr. 
Edward Baldry, Mr. R. Wilson Bartlett, 
Mr. R. M. Branson, Mr. Henry Brown, 
Mr. A. H. Edwards, Mr. M. J. Faulks, 
Mr. Walter Holman, Mr. A. E. Middleton, 
Mr. Bertram Nelson, Mr. T. H. Nicholson, 
Miss P. E. M. Ridgway, Mr. Percy Toothill, 
Mr. Richard A. Witty, Mr. I. A. F. Craig 
(Secretary) and the Deputy Secretary. 


NEW MEMBER OF THE COUNCIL 


The President extended a welcome to 
Mr. Edward Baldry, who took his seat on 
the Council for the first time. 


VISIT OF MR. A. A. GARRETT TO AUSTRALIA 


The Council record their appreciation 
and gratitude to the following for the 
generous hospitality and friendly welcome 
extended to Mr. A. A. Garrett during 
his visit to Australia and New Zealand : 


The President (Mr. F. H. Way), the 
Council and the Secretaries of the Aus- 
tralian Congress on Accounting. 

The President (Mr. E. A. Peverill), the 
Council and the Registrar of the Common- 
wealth Institute of Accountants. 

The President (Mr. F. H. Way), the 
Council and the Registrar of the Institute of 
Chartered Accountants in Australia. 

The President (Mr. R. D. Brown), the 
Council and the Secretary of the New 
Zealand Society of Accountants. 

The President (Mr. W. Appleton), the 


Council and the Secretary of the Incor- 
parated Institute of Accountants in New 
Zealand. 


Applications for election as Associates 
from 239 candidates who passed the Final 
examination held in November, 1949, 
were approved, subject to payment of 
entrance fees and first subscriptions. 


ANGLO-AMERICAN COUNCIL ON 
PRODUCTIVITY 

Sir Frederick Alban reported that, at the 
request of the President, he had repre- 
sented the Society at a meeting held on 
January 25 between Sir Norman Kipping, 
Joint Secretary of the Anglo-American 
Council on Productivity, and representa- 
tives of accountancy bodies to discuss the 
possibility of sending a mission of accoun- 
tants to America to study works accounting 
and cost control methods. 


INCORPORATED ACCOUNTANTS’ HALL 


It was decided to set up a new com- 
mittee to deal with all matters connected 
with the restoration and re-furnishing of 
the Hall. The following members were 
appointed to serve on this committee : 
The President (Mr. A. Stuart Allen), the 
Vice-President (Mr. C. Percy Barrowcliff), 
the Chairman, Finance and General Pur- 
poses Committee (Mr. E. Cassleton 
Elliott), and the Vice-Chairman (Mr. Percy 
Toothill), Mr. R. Wilson Bartlett, Mr. 
Edward Baldry, Mr. A. E. Middleton and 
Miss P. E. M. Ridgway. 


EXAMINATIONS 


Tue PRELIMINARY, INTERMEDIATE AND FINAL 
Examinations of the Society will be held on 
May 16, 17 and 18, 1950, at London, 
Manchester, Leeds, Birmingham, Liverpool, 
Cardiff, Glasgow, Dublin and Belfast. 

Candidates are asked to obtain their 
application forms from the Honorary 
Secretary of their Branch or District Society. 

Completed applications, with all relevant 
supporting documents and the fee, should 
be sent to the Secretary, Society of In- 
corporated Accountants, Incorporated 
Accountants’ Hall, Victoria Embankment, 
London, W.C.2, not later than Monday, 
March 20, 1950. 

LIVERPOOL CENTRE 
Commencing with the May, 1950, Ex- 
aminations, the Council has approved the 
establishment of a new examination centre 
in Liverpool. Candidates who wish to sit 
at this centre should notify the Secretary 
when submitting their applications. 

The address of the examination hall will 
be the Royal Institution, Colquitt Street, 
Liverpool. 
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RESULTS OF EXAMINATIONS IN 
SOUTH AFRICA 


Fina EXAMINATION, NOVEMBER, 1949 
Candidates Passed (20) 

Brown, Reginald Sydney (with George 
Mackeurtan, Son & Crosoer, Durban) ; 
Browne, Gerald Leigh (with V. J. Wells, 
King & McDonald, Johannesburg) ; 
Caress, Stanley James (with Douglas, 
Low & Co., Johannesburg); CREASE, 
Graham (with Cassleton Elliott & Co., 
London); Danprince, John Presland 
(with Roberts, Allsworth, Cooper Brothers 
& Co., Johannesburg) ; Drypen, John 
Lawrence (formerly with A. R. Turner, 
Salisbury) ; Gorvy, Harold Aubrey (with 
Jack Bobrov, Levien & Co., Cape Town) ; 
HevuGuan, Ian MacDonald (with Charles 
Hewitt & Co., Johannesburg) ; KREYEN- 
BROEK, Paul (formerly with R. G. Welsh, 
Cape Town) ; LEeMAN, George Clements 
(with George Mackeurtan, Son & Crosoer, 
Durban) ; Lister, David Spencer (with 
Deloitte, Plender, Griffiths, Annan & Co., 
Johannesburg) ; Ment, Charles (with Jack 
Bobrov, Levien & Co., Cape Town) ; 
Mose.tey, Herbert Edgar (with Gibson, 
Hyslop & Winearls, Cape Town) ; TATHAM, 
Harding William (formerly with Francis 
Dix, Bird & Co., Johannesburg) ; Taytor, 
Keith William (with Whiting & Griffin, 
East London) ; Taytor, Robert Michael 
(Johannesburg) ; Tucker, Roland Mitchell 
(formerly with Stewart, Steyn & Co., 
Johannesburg) ; WaALtace, Arthur George 
(with Alex. Aiken & Carter, Johannes- 
burg) ; WEINBERG, Philip (with Schwartz, 
Fine, Kane & Co., Johannesburg) ; ZICKEL, 
Hans Helmut Jacob (with Michael Berman 
& Co., Cape Town). 

(Eleven candidates failed to satisfy the examiners.) 


INCORPORATED ACCOUNTANTS 
IN IRELAND 


THE ANNUAL DINNER OF THE SOCIETY OF 
Incorporated Accountants in Ireland (the 
Irish Branch of the Society) was held at the 
Royal Hibernian Hotel, Dublin, on 
February 4. Mr. Mervyn Bell, President 
of the Branch, was in the chair, and the 
large company included The Hon. Conor A. 
Maguire, Chief Justice; Mr. A. Stuart 
Allen (President, Society of Incorporated 
Accountants) and Mr. I. A. F. Craig 
(Secretary) ; Mr. George Watson (Presi- 
dent, Dublin Chamber of Commerce) ; 
Dr. M. Tierney (President, University 
College, Dublin) ; Mr. R. P. Rice (chair- 
man, the Revenue Commissioners) ; Mr. 
P. J. Purtill, tu.s. (President, Institute of 
Chartered Accountants in Ireland) ; Mr. 
W. J. Norman (President, Incorporated 
Law Society) ; Dr. J. P. Beddy (chairman, 
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Industrial Development Authority) ; and 
Dr. A. A. MacCarthy (Registrar, National 
University of Ireland). 


Mr. Mervyn Bell (President of the Irish 
Branch), proposing the toast “ Prosperity 
to Ireland,” said that they were all one 
Branch—both North and South—and 
therefore he spoke for the whole of Ireland. 
(Hear, hear.) They as a profession were 
closely associated with the work of industry, 
commerce and agriculture, and were prone 
to measure the prosperity of their land in the 
ebb and flow of money. But there were 
other aspects. In the North, for instance, 
they must welcome the help given by way 
of grants to new industries by the Northern 
Government. In the South they had the 
Minister for Agriculture working hard 
towards an agricultural country with a 
great future. Then they had big schemes 
for rural electrification and the generation 
of electricity from turf. This would en- 
courage the young people in rural Ireland 
to become part and parcel of the land 
economy. 


Mr. George Watson (President, Dublin 
Chamber of Commerce), responding, said 
that agriculture was their principal in- 
dustry, upon which all the others depended. 
During the war years the farmers had a 
long period of difficulty, but they were 
prosperous to-day. Referring to industry, 
they frequently heard Government spokes- 
men urging increased production and the 
improvement of plant and methods, and 
quite rightly so. During the last ten years 
many industrial firms put aside money to 
carry out these improvements when plant 
and machinery became available, but to-day, 
with the heavily increased costs, the money 
saved was inadequate, with the result that 
many had to be satisfied with only partial 
reconstruction. He felt strongly that their 
Minister for Finance should do something 
to relieve from taxation sums of money 
kept to improve a business or industry. 


The Hon. Conor A. Maguire, Chief 
Justice, proposing “‘ The Society of Incor- 
porated Accountants and Auditors,” quoted 
Edmund Burke’s observation that afier the 
French Revolution the reign of the account- 
ants began. They in the law had a great 
respect for accountants, who had become a 
power in the land. 


Mr. A. Stuart Allen (President, Society 
of Incorporated Accountants), responding, 
said he wished to refer to someone who had 
been with the Society as long as most of 
them could remember. He referred to Mr. 
Garrett, who had retired as their Secretary 
at the end of last year, and was one of the 
two Honorary Members that the Society 
had admitted to its roll in recent years. 
Mr. Garrett had been to the Australian 
Congress on Accounting, and both he and 
Mrs. Garrett received an extraordinarily 


warm welcome in Australi. and Neg MDIT 
Zealand. He was now goi:.; to South 
Africa, where he was assured of a warm Tat AN 
reception also. On his returi it was prom Accoun 
posed to make a presenta’ion to My jimiys hel 
Garrett in recognition of his forty year Jouary 
devoted service to the Socie:y. It was 
extremely difficult for anybowy to folloy pecupiet 
in Mr. Garrett's footsteps, bu’ the Societyfim ie Lo 
was fortunate in selecting Mr. Craig andj Norman 
Mr. Evan-Jones for the posts of Secretary James 3 
and Deputy Secretary, and lic was surefii House ( 
they would all join with him is: wishing both Sewart, 
officials a successful and happy career, 

It was the duty of accountants to serve 
and advise those engaged in industry and 
commerce. They should be able to foresee Thomas. 
major trends and be able to give advice Gamm: 
and guidance to those with managerial 
responsibilities. Grove 

It had been proposed to hold an Interim Secreta 
national Congress on Accounting in Londoni iit. O. : 
in 1951, but owing to the Festival of Britain 
it would not be possible to secure accom-{am lupecto 
modation that year. And so, reluctantly, other 
the sponsoring bodies decided to postpone Universi 
that Congress to 1952. One good thing His F 
followed the postponement, and it was the posing | 
suggestion that the Society should hold affgoke o1 
Conference in Dublin in 1951, on the 
occasion of the fiftieth anniversary of thelMindustria 
Irish Branch. He was very pleased to sayMipenty t 
that the decision of the parent Society was jyilding 
to accept that suggestion. business 

Large numbers cf Incorporated Account- Ty. | 
ants had gone into important posts in tradeff y.man 
and industry. While no statistics wereM joked 
available, he estimated about one-third off, had 
their members were so employed. The dayfMan the 
before he left London he had a meetingMoripy 
with some of those members, and it wasfyy one | 
hoped that they would collaborate in thei, the ge 
production of booklets, based on theitfnster , 
experience, which would be of advantagelp,jiame 
to the profession as a whole. The professioni@yonie 
to-day should look a little beyond figure Mbyomote 
costings and statistics, and pay more atter- 
tion to the humanities. 

Mr. Allen said that he was glad t 
meet there Mr. A. H. Walkey, a senior 
member of the Council, Mr. W. L. White 
who attended the recent Conference it ould hs 
Birmingham, and Mr. John Love, Honorary : 
Secretary of the Branch. He wished indeed 
to thank all those who took on the honoraty 
work of Secretaries of District Societies and be 
Branches. Finally he wished to thank the gr 
Chief Justice for the kindly and cordial wa 
in which he had proposed the toast of th 
Society. : 

The toast of “Our Guests” was feliog™  ” 
tously proposed by Mr. W. L. White, theme ap 
Vice-President of the Society in Ireland. "8 | 
and responded to by Mr. W. J. Norma, 
President of the Incorporated Law Society 
and Mr. A. N. Murray, President, Chat 
tered Institute of Secretaries (Irish Branch): 
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yoITING AND NATIONALISATION 


_—— 
{ANNUAL DINNER OF THE INCORPORATED 
\qountants’ District Society of Yorkshire 
a held in the Queen’s Hotel, Leeds, on 
january 20- Mr. George A. Windsor, 
jaa, President of the District Society, 
yeupied the chair. The company included 
je Lord Mayor of Leeds (Alderman 
Yoman D. Vine), Major the Right Hon. 
James Milner, M.P., Deputy Speaker of the 
se of Commons ; His Honour Judge 
gevart, K.c.; Mr. C. Percy Barrowcliff, 
ssa. (Vice-President, Society of Incor- 
porated Accountants) and Mr. C. A. Evan- 
Joes (Deputy Secretary); Dr. Terry 
Tomas, j-P. (Headmaster of Leeds 
Gammar School) ; Mr. C. W. Towlson, 
ys, BD. (Headmaster of Woodhouse 
Gove School); Mr. S. J. Batchelder 
Secretary, Leeds Chamber of Commerce) ; 
ir, 0. A. Radley, c.B.£., M.c., LL.B. (Town 
Qk); Mr. G. V. Williams (Principal 
lspector of Taxes) ; and representatives 
df other professional bodies and of the 
University of Leeds. 

His Honour Judge Stewart, x.c., pro- 
psing the toast “The City of Leeds,” 
gke on the history of the city and its 
gowth as one of the first cities of the 
industrial revolution. Today the city had 
plenty to be proud of, he said, in its fine 
uildings, its University, and its modern 
hwiness prosperity. 

The Lord Mayor of Leeds (Alderman 
Noman D. Vine, J.P., F.c.A.), responding, 
tanked Judge Stewart for the compliment 
iehad paid to the city and said that Leeds 
ad the West Riding had made a large 
contribution to the welfare of the country. 
Noone knew just what was going to happen 
in the general election, but he felt that no 
matter what representation there was in 
Parliament those sent to represent the 
people would do their best for the country, 
pomoted by a spirit of public service. 


Major James Milner, m.P. for South- 
st Leeds and Deputy Speaker of the 
House of Commons. proposing the toast of 
‘The Society of Incorporated Accountants 
pnd Auditors,” told the gathering that he 
wuld have to be careful in what he said 
fhe did not wish to be charged at this 
arly stage with election expenses. He 
hought the members of the Society ought 
be grateful to the present Government 
ot providing full employment for their pro- 
‘sion. He paid tribute to the work done 
Y accountants in connection with the 
ompanies Act, 1948. Major Milner said 
i hoped he would soon be instrumental in 
pudding through the House of Commons a 
ill under which members of the account- 
ty profession would be recognised as a 
Mlutory body, along with many other pro- 
sions. In the last fifty years the Society 


had done much to raise the status of the 
profession. He coupled with the toast the 
name of the Vice-President of the Society, 
Mr. C. Percy Barrowcliff, who was a gold 
medallist in the Final examination. There 
was great respect for the knowledge, 
authority and position of the Society and 
its members. 

Mr. C. Percy Barrowcliff, responding to 
the toast, said that whatever the result of 
the general election he hoped that Major 
Milner would have the pleasure of guiding 
a Bill through the House of Commons 
which would strengthen the position of 
accountants. He was sure everyone would 
wish the Deputy Secretary (Mr. C. Evan- 
Jones) every possible success in the service 
of the Society. In the short period of 65 
years the Society had made a deep im- 
pression on the minds and life of the com- 
munity. By its qualifications, standards and 
traditions the Society had established the 
designation “ Incorporated Accountant,” 
and to-day its 8,ooo members were carrying 
the highest professional traditions to almost 
all parts of the world. 

Independent verification of accounts by 
professional accountants was now accepted 
as a matter of course; accounts gained 
acceptance and authority only through 
independent verification by people of 
qualification in knowledge, integrity and 
independence. One of the dangers of 
nationalisation would be the loss of inde- 
pendent professional service if the indus- 
tries affected did not make use of the 
professional audit. Whether the audit should 
be an inside audit by a Government depart- 
ment or an outside independent audit was 
a matter of the highest importance. Ac- 
counts to-day had acceptance and authority 
because they were independently verified ; 
only in this way could the accounts of 
nationalised industries find the same accept- 
ance and authority. The transport industry 
was one example where professional audit 
was being continued, and he hoped others 
would follow suit. The high rate of taxation, 
said Mr. Barrowcliff, must be a worrying 
factor to all political parties with its 
effect on initiative and inflation. There 
was a need for some measure of relief at 
the earliest possible moment. Incor- 
porated Accountants could speak at first 
hand of the serious effects of the present 
level of taxation on business consolidation, 
improvement and development. Profits 
previously ploughed back into the business 
were now absorbed by taxation. The result 
was that a business wishing to consolidate, 
improve or develop had to seek new 
capital from outside to do so. This was 
foreign to every tradition of British industry 
and commerce. He hoped it would soon be 
possible for the Government to relieve the 
precarious position by allowing a margin of 
reserve. Mr. Barrowcliff paid tribute to the 


important work done by the District 
Societies and expressed appreciation to the 
Committee of the Yorkshire District Society 
for the work they had done. 

Mr. George A. Windsor, President of the 
Yorkshire Society, proposed the toast “ Our 
Guests and Kindred Professions.” He 
hoped the happy atmosphere which existed 
between accountants and many other pro- 
fessions represented would long continue to 
exist. 

Mr. C. W. Towlson (Headmaster of 
Woodhouse Grove School), responding, 
made some amusing comparisons between 
other professions and accountancy and con- 
cluded by saying that he had always had a 
great admiration for accountants because 
they would fight for the. last penny not 
because it was the last penny but because 
it was part of the truth. 

Mr. S. J. Batchelder, Secretary of the 
Leeds Chamber of ‘Commerce, also 
responded. 


TAXATION OF INDUSTRY 


THE ANNUAL DINNER OF THE INCORPORATED 
Accountants’ District Society of North 
Lancashire was held at the Bull and Royal 
Hotel, Preston, on January 27. Mr. John 
Donaldson, President of the District Society, 
presided over a large attendance drawn 
from a wide area, including the Right Hon. 
Earl Peel, Lord Lieutenant of Lancashire; 
the Mayor of Preston (Alderman F. Jamie- 
son); Mr. A. Stuart Allen (President of the 
Society of Incorporated Accountants) and 
Mr. I. A. F. Craig (Secretary); Mr. R. H. 
Adcock (Clerk to Lancashire County Coun- 
cil and Deputy Lord Lieutenant); the 
Mayor of Accrington (Mr. W. W. Cocker, 
0.B.E.); the Mayor of Lytham St. Annes 
(Mr. T. Banks); Mr. E. Rowson, k.c. 
(Recorder of Blackpool); and representa-, 
tives of other professional bodies. 

Earl Peel, Lord Lieutenant of Lancashire, 
proposing “The Society of Incorporated 
Accountants,” said he had a great admira- 
tion for accountants. Some people might 
say that the profession was dull, inhuman, 
precise, and bloodless (Laughter). He did 
not agree. Of course, they added that it 
was very necessary and useful; he would 
go further and say it was indispensable. 
Particularly in these days, when accuracy 
was of great value and when theoretical and 
ideological discussions sometimes led no- 
where, figures did bring them back to reality. 

Earl Peel put forward the view that more 
encouragement and incentive should be 
given to people with brains, erergy and 
initiative. He made the “ revolutionary 
suggestion ” that on the higher ranges of 
income, afier a certain stage, taxation 
should be progressively lightened, as a 
reward for extra effort. 
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When allowance was made for inflation 
and the fall in money values, profits were 
not high compared with what they were. 
Anyhow, taxation, which was far higher 
than ever before, took care of the profits, 
and the Chancellor must not expect to get 
it both ways. Dividends to-day did not 
bear an undue proportion to the total real 
capital invested in business. Depreciation 
and free reserves set aside out of taxed 
profits were being found inadequate to 
replace buildings, plant and machinery at 
increased costs. The country’s wealth and 
welfare must primarily depend upon in- 
dustry and the fruits of industry, and it was 
on industry efficiently run, by low costs and 
competitive prices, that we should be able 
to survive. 

Mr. A. Stuart Allen, President of the 
Society of Incorporated Accountants, said 
the North Lancashire Society had passed 
its fortieth year, and tor more than half that 
period Mr. John Wareing—whose valuable 
services continued as a vice-president—was 
the honorary secretary. His place had now 
been taken by Mr. Kenneth Stanley, who 
could be assured of the parent Society’s 
good wishes and appreciation. Mr. Allen 
expressed his personal pleasure at the 
presence of Mr. W. Allison Davies and Mr. 
Edmund Lund, both past members of the 
parent Council. 

A memorandum of the Society’s views 
had been submitted to the Committee on 
Taxation of Trading Profits under the 
chairmanship of Mr. J. Millard Tucker, 
K.c. He and Mr. Bertram Nelson gave 
verbal evidence in favour of the substitu- 
tion under Schedule D of the actual profits 
of the year of assessment for the present 
basis of the profits of the accounting year 
ending immediately prior to the year of 
assessment. His impression was that the 
majority of the witnesses favoured the 
change. Undoubtedly it would remove a 
number of the anomalies which occurred 
when a trade or business was set up, or dis- 
continued, or when ownership changed. 
This was of more importance to firms and 
sole traders than to companies. He thought 
they would also realise that the change, if 
it came, must involve severe delays in the 
determination of liability for any given year 
of assessment, so that payments on account 
of income tax—and sur-tax—would be 
necessary to avoid disruption of the national 
budget. 

Agreeing with Lord Peel about the need 
for encouraging initiative and enterprise, 
Mr. Allen remarked that these were national 
characteristics, but the extent to which the 
balance between pressure for equality and 
the encouragement of these qualities could 
be found would be the test of our political 
wisdom in the very strenuous years that lay 
ahead. While he was not hopeful of an 
early solution of the grave—even critical— 
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position in which this country found itself, 
he was convinced that the more the realities 
of the situation could be brought home to 
the people at large the more hope there 
would be of such an upsurge of national 
effort as they witnessed at the time of 
Dunkirk. This might give us a chance of 
breaking through and overcoming the 
tremendous difficulties with which the 
country was faced. 

Mr. P. F. Pierce,» Vice-President of the 
District Society, proposing “‘ The Guests,” 
welcomed and congratulated the new Secre- 
tary, Mr. Ian Craig. 

Mr. Pierce congratulated Mr. R. H. 
Adcock, Clerk to Lancashire County 
Council and Deputy Lord Lieutenant of 
Lancashire, on the distinction of a knight- 
hood conferred on him in the New Year 
Honours list. 

The Mayor of Preston (Ald. F. Jamieson) 
and Mr. Henry Fazackerley responded. 


DISTRICT SOCIETIES 


LONDON AND DISTRICT AND 
LONDON STUDENTS’ SOCIETIES 


Jom PRoGRAMME OF LECTURES 
SPRING, 1950 
* March 6 : ** Modern Auditing Procedure,” 
by Mr. W. W. Bigg, F.c.A., F.S.A.A. ; 
chairman: Mr. R. N. Barnett, F.s.a.a. 
March 13: “ Executorship,” by Mr. A. E. 
Langton, LL.B., F.C.A., F.S.A.A.; Chair- 
man: Mr. J. A. Allen, A.s.a.a. 


March 20: “ How the Stock Exchange 
Operates,” by Mr. J. D. Crosthwaite, 
D.S.0., M.C., A.C.A.. member of the 
Council of the Stock Exchange ; _ chair- 
man: Mr. G. F. D. Rice, A.s.a.A. 

*March 27: “‘ Case Law of 1949,” by Mr. 
Cc. A. J. Bonner, Barrister-at-Law ; 
chairman: Mr. D. Mahony, F.s.A.A. 

April 3: “ The Growth of London as a 
Business City,” by Mr. F. J. Fisher, m.a., 
Reader in Economic History in the 
University of London ; chairman: Mr. 
A. V. Hussey, F.S.A.A. 

Lectures will be held in the Hall of the 
Chartered Auctioneers’ and Estate Agents’ 
Institute, 29, Lincoln’s Inn Fields, W.C.2, 
at 6 p.m. 

* Arranged by the London and District 
Society. 

MANCHESTER 


THE 300TH COMMITTEE MEETING OF THE 
Incorporated Accountants’ Society of Man- 
chester and District was held on January 23, 
and the occasion was marked by a small 
dinner attended by members of the Com- 
mittee. 


It was reported that arrang-ments had 
been completed for a meeting icom, to hy 
called Incorporated Accountants’ Hi 
The room will be taken over on January 1 
1951. 


SHEFFIELD 


A DINNER-DANCE WAS HELD AT THE Royw 
Victoria Hotel, Sheffield, on February 8, 
Mr. J. W. Richardson, President Of the 
District Society, occupied the chair, The 
guests included Mr. J. O. Barber (President, 
Sheffield Society of Chartered Accounp 
ants) ; Mr. R. Royston (President, Sheffield 
Society of Certified Accountants) ; Mr, R 
Woodward (Chairman, Sheffield Centre, 
Chartered Institute of Secretaries) ; Mp 
W. C. Garrison (President, Sheffield Centre, 
Institute of Cost and Works Accountants) ; 
and Mr. R. Hill (President, Sheffield 
Branch, Institute of Insurance Agents), 


PERSONAL NOTE 


Mr. S. Coomaraswamy, A.S.A.A., has 
commenced public practice, under the 
style of M. N. Sambamurti & Co., Incor 
porated Accountants, at Imperial Bank 
Building, Colombo. 


REMOVALS 


Messrs. H. G. Bolton & Co., Incor 
porated Accountants, have removed to 
7 and 8, Grand Parade, Brighton, 7, where 
they have taken over the practice of Mr. 
Roy D. Comber, Certified Accountant, 

Mr. L. R. Willis, F.A.c.c.A., practising a 
L. R. Willis & Co., Certified Accountants, 
has moved to Barclays Bank Chambers, 
84, Victoria Road, Surbiton, Surrey. The 
telephone number is unchanged. 

Messrs. Impey, Cudworth & Gs, 
Chartered Accountants, have removed 
5, Lower Temple Street, Birmingham 2, 
and not as stated in our February issue, 

Messrs. Slater, Chapman and Cooke 
announce that their London head office # 
now at 157, Victoria Street, S.Wi 
Telephone, Victoria 1552. 


OBITUARY 


NorMaAn Percy Howileson 
We record with regret the death @ 
December last of Mr. N. P. Howiesotj 
A.S.A.A. He served his articles with the late 
Mr. W. D. Howieson, F.s.A.A., and Wa 
admitted to partnership in Messrs. W. D: 
Howieson & Son soon after qualifying a4 
member of the Society. At the time of hs 
death he had been in public practice fot 
nearly forty years. 
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